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Vice-presidents Lane, Eggerding & Messer . . . See page 3 
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You can well afford to use Credit Interchange Reports freely. They are economical 
—because Credit Interchange is a non-profit organization—owned and controlled 
by Credit Executives themselves. Its sole purpose is to furnish its members with 
up to date credit information at the lowest possible cost . . . Credit Interchange 
Reports are comprehensive and dependable. You make one inquiry—you get the 
“For Service ledger experience of many suppliers—in every line of industry—from all parts of 


the country . . . Carefully tabulated for quick analysis, these reports aid you in 
making sound credit decisions. 


For full information, ask the Bureau serving your area... 
Or, if you prefer, write 


REG. U.S. PAT.OFF, 


Credit Interchange Bureaus 
Offices in more 


phan £0 principal NATIONAL ASSOCIATION of CREDIT MEN 
o12-14 Areade Building . .. ST.LOUIS I. M». 











A year before the Pilgrims landed, 
America’s first Thanksgiving was celebrated in Vir- 
sinia on property now occupied by Berkeley plantation. 
On December 4, 1619, settlers came ashore and took 
possession of land granted by King James I and it was 
agreed that the date of their arrival was to be “yearly 
and perpetually” observed as a day of Thanksgiving. 

One of the loveliest of the James River plantations, 
Berkeley is known as the cradle of the Harrisons in 
Virginia. For 150 years members of that distinguished 
family brought lustre to its name. Colonel Benjamin 
Harrison, whose father had built the present mansion 
in1726, was a Signer of the Declaration of Independ- 
ence and three times Governor of Virginia. His son, 
William Henry, was Secretary of the Northwest Ter- 
titory, a renowned Indian fighter and ninth President 
of the United States. According to tradition, young 
William decided to become a soldier when from 
Betkeley’s windows he saw the redcoats marching past 
with the traitorous Benedict Arnold. In manhood he 
turned to Berkeley and wrote his inaugural address 
in the room where he had been born. His grandson, 
Benjamin Harrison, became 23rd President, but knew 
Berkeley only through occasional visits. 

During the War Between the States General Mc- 
(lellan made Berkeley his headquarters and is said to 


The Home, through its agents and 
brokers, is America’s leading 

insurance protector of American homes 
and the homes of American industry. 












have used the cellar as 
a prison for Confed- 
erate soldiers. Here § 
the bugle call, “Taps,” 
was composed by Gen- 
eral Butterfield and 
here Lincoln reviewed 
the troops. Even though it was night, according to 
an observer, “Everyone could tell him by his ‘stove- 
pipe hat’ and his unmilitary acknowledgment of the 
cheers which greeted him.” 

Long before the mansion was built, members of the 
Harrison family operated a wharf on the river front 
known as Harrison’s Landing where some of this 
country’s first ships were assembled. From earliest 
times a noteworthy event has been the spring runs of 
shad and herring which are seined with drift-nets to- 
day just as they were in the past. 

After the Harrisons’ time Berkeley was neglected 
and somewhat altered by various tenants. The present 
gracious owner, Malcolm Jamison, has carefully re- 
stored it to its original appearance and, fully aware 
of its historical value has taken every practical means, 
through insurance engineering and protection, to 
preserve it for posterity. Through his generosity this 
beautiful home is now open to public inspection. 


* THE HOME* 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ° AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 
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Editorial 


Every man his own tax-collector! 


NE can hardly sympathize with people who do not pay their just taxes. Whether 
() we like the tax bill or not we have an obligation under the law to pay. the 
Government what we owe. This obligation is not only legal; it is moral too. 
However, everyone has a right to express disapproval of the Government's seeking to 
have every citizen, and business as well, do its tax collection. That was the basis of an 
action in Connecticut as you well know. Therefore, the withholding tax on dividends, 
interests and royalties, which has just been approved by the House Ways and Means 
Committee, but which at this writing is not yet law, is certainly another piece of 
evidence that the Government is not only collecting all the taxes it can possibly squeeze 
out of individuals and companies but is also asking the individual businesses and 
corporations to do the collecting work for it. 


It is characteristic of any government that attempts to have a managed economy to 
shift the burden of administration. It is a confession of weakness in government 
administration. If, as has been suggested, some four hundred million dollars a year 
may be brought in under the new system why did not the Government all these years 
adopt an auditing system that would easily disclose the tax evaders and force them 
to obey the law or suffer the penalty of violation? This program is not dissimilar 
to the program that assumes that you can’t trust people to run their own affairs and 


that the Government knows best. It is on this assumption that dictators work. 


The whole philosophy of Government getting a preference on tax claims ad in- 
finitum (for that is about what it amounts to), the idea of forcing other people to 
collect their taxes, the assumption that the people are not to be consulted but are to 
be told, all these are far, far removed from the ideals that our Constitutional fathers 


had in mind. 


If the average credit man was no more vigilant in collecting his bills than the tax- 
gatherers he would soon lose his job. Perhaps it is unfortunate that the same measure 
of accountability cannot be just as firmly exacted from Government representatives. 


It may be in time. Therein lies our hope. 


Ha Wr. Hen. 
caiman. 


EXECUTIVE MANAGER 
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THIS MONTH'S 
COVER 


What can you say in a case 
like this? Here we have the 
three new vice-presidents, all 
of them with long records of 
faithful service behind them, 
being escorted to the plat- 
form during the recent con- 
vention. Each has carved for 
himself a niche in Associa- 
tion history. Each has a 
record which speaks for 
itself. 
So what can you say? Just 
this : 
Callaway 
Fernald 
Miller 
Tritton 
Wells 
Shea 
Reader 
Weidman 
Steig 
Thurlow 
Fischer 
Schilling 
Miller 
Havens 
Nichols 
Watts 
Vesper 
Harrison 
Keefe 
Kane 
Kautzky 
Rogers 
Mansell 
Holden 
Trimble 


And who are they? They 
are the nominating com- 
mittee which had the sense 
to choose these three as 
vice-presidents. 
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THIRTY DAYS IN WASHINGTON 


A check list of items of interest to Financial Executives 


TAX BILL UP TO SENATE COMMITTEE: The tax bill to add $7.2 billion to 
the federal revenue as passed by the House of Representatives on Friday, 
June 22, is now in the hands of the Senate Finance Committee. How long 
it will take to report the opinion of that committee to the Senate and 
what will be the committee's recommendations no one can foresee at this 
time. During the last week in June, Treasury Secretary Snyder sought to 
persuade Chairman George of the Senate Committee and his colleagues to 
hasten the work on the new tax bill.President Truman also put pressure 
on Chairman George and other committee members at a conference at the 
White House on June 27. The Senate Committee was scheduled to begin 
public hearings on Thursday, June 28, with Treasury Secretary Snyder as 
the lead-off witness. Members of the committee indicated that the hear- 
ings might last through July and even through September depending on 
the number of witnesses the committee decides to hear. 


Senator Byrd of Virginia, an important member of the Senate Finance 
Committee, said in a Jefferson-Jackson Day dinner speech at Atlanta 
that federal spending for the fiscal year 1951-1952 would reach $72. 
billion while the income from existing taxes would bring in only 
$58./60. billion. Senator Byrd pointed out that the only answer to 
such deficit is an $8. billion slash in the federal budget. "Santa 
Claus must be put in a deep freeze for the duration of the emergency," 
he said. 


Chairman George was quoted in Washington, when the tax bill was re=- 
ceived by his committee, that he thought it more likely the Senate will 
okay a $6. billion tax measure rather than the $7.2 billion measure as 
passed by the House. He suggested a $6. billion slash in federal spend- 
ing including cuts in military and foreign aid, coupled with the $6. 
billion tax boost to meet the needs of the next fiscal year. 


The pressure by the President and administrative officers at the time 
of going to press was centered on the drive to get the measure out of 
the committee and to a vote in the Senate before the upper House ad- 
journs for itsS Summer recess. Members of the committee, however, had 
been quoted as saying that the present turn of affairs in Korea war- 
ranted a Slow=-down in the procedure awaiting possible developments. 


ACCOUNTING UNDER CMP — The Department of Commerce, National Production 
Authority, has just announced a booklet entitled "Allotment Accounting 
for Consumers under CMP". The purpose of this booklet is to help com- 
panies operating under the controlled materials plan in setting up the 
records they will have to maintain in preparing the necessary forms. 
This booklet may be obtained by applying to United States Department of 
Commerce, National Production Authority, Office of Public Information, 
Washington. 


On June 19 the House Banking Committee voted down the Administration's 
proposal for licensing business concerns who come under government 
price control. 


INFORMATION ON MILITARY BUYING — The Munitions Board has changed its 
ruling regarding military procurement information so that in the future 
the weekly Commerce Department synopses of contract awards will carry 
quantity and dollar value information. This ruling, brought about by 
pressure from Congress, will provide sufficient information so that 
small businesses can determine who to see for defense sub-contracts. 
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In the MODERN office 





Furniture designers are now com- 
ing to the rescue of feminine office 
workers who complain of the cost 
of snagged nylons due to rough cor- 
ners and splinters in chairs. Metal 
furniture seems to be the answer 





and here’s a new chair manufactured 
by Royal Metal Manufacturing 
Company, 175 N. Michigan Ave., 
Chicago 1, Ill., of formed steel con- 
struction, smooth chrome or enamel 
finish, and guaranteed to be splinter- 
proof. It is said to be of greater 
strength and durability against hard 
office usage, and the adjustable back 
is an added safeguard to correct 
posture and better health. However, 
its greatest virtue seems to be in 
“stocking insurance” for white-collar 
girls, 
* 

Techniplan, the new development 
in wood modular office equipment, 
has just been presented .by Globe- 
Wernicke Company, Cincinnati 12, 
Ohio. Arrangements are built around 
desk and center runners assembled 
with various standard sectional units 
for letter files, drawing cabinets and 
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card index cases. Patented inter- 
locking feature facilitates the assem- 
bling of units and makes changes pos- 
sible as required. Units are flexible, 
demountable and mobile, creating a 
functional office with maximum util- 
ization of space, and have many fea- 
tures—flexibly arranged work area, 
filing compartment and drawer space, 
movable book shelves, concealed 
waste baskets, electrical connections 
for integral fluorescent trough light- 
ing, business machines, and _tele- 
phones. Partition combinations can 
be arranged to secure semi-privacy 
or complete privacy. Furnished in 
all wood and wood and glass in 3 
heights. Modular units, including 
partition sections, have leveling ad- 
justments to compensate for any un- 
evenness in floor. Allows quick reas- 
sembly for expansion, change in 
work flow or removal to new quar- 
ters. Globe-Wernicke specializes in 
laying out offices without charge. 
2 


A newly-developed simplified 
stock control system has just been 
announced by Diebold, Inc. Canton 
2, Ohio. Positive control, resulting 
in a knowledge of what is on hand, 
when to re-order, what’s ordered, 
and back-ordered, preventing “out- 
of-stock” conditions, reducing stock 
to an economical working minimum, 





and increasing turnover can all be 
accomplished, they claim, through 
the use of this system. Records are 
punched with 3 keyhole slots and 
mounted on a bar in a desk tray. 
When stock balance is down to a 
minimum, record is offset to the 
right, signaling time to reorder. 
When order is placed, it’s noted on 
card offset to left, indicates goods 
ordered but undelivered. Card re- 
turned to center punch when goods 
received. This eliminates necessity of 
mechanical signals. The Cardineer 
Desk Tray holds records on bar by 


keyhole slots avoiding spilling or 
scrambling. A wide “V” can be 
opened anywhere in tray to expose 
face of record for reference, and up 
to 810 records can be housed in one 
tray. Diebold will send you their 
folder “The Hole Story” and 
sample of records on request. 
® 


The Aceliner, manufactured by 
Ace Fastener Corporation, Chicago, 
is a precision-built stapler which 
tacks, pins and hand fastens as well 
as staples. The streamlined design 
fits the hand comfortably, and it is 
available with a long-lived plastic 
top in your choice of four colors— 
red, green, brown and black—to har- 
monize with all color schemes. The 
triple-plated chromium base has rub- 
ber bumpers permanently affixed to 
permit the machine to be used on the 
finest wood surfaces without danger 
of scratches or mars. The Ace staples 





for use with this, and the other ma- 
chines they manufacture, are made by 
an exclusive process which flattens 
the precision-made steel wire to give 
maximum strength on the outer edge 
where it is most needed. They will 
fasten up to 35 to 40 sheets of aver- 
age weight paper. The “set” can be 
completed with the Ace stapler re- 
mover in the same plastic molding 
and color as the Aceliner. Sold 
only through stationery and office 


supply stores. 
e 


A new calculating machine, al- 
ready distributed in 77 countries, 
has just been introduced to Ameri- 
can business by Facit, Inc. Ameri- 
can subsidiary of a Swedish manu- 
facturer. Facit ESA-O is a fully 
automatic calculator, equipped to 
handle the four basic mathematical 
processes. Chief advantages are sim- 
plicity and ease of operation. Con- 
trolled by two-bank keyboard with 
10 digits, operation is easily learned 
and by a simple touch system speed 
can be attained in a short time. Can 
be operated with one hand, leaving 

(Continued on page 30) 





How to meke efficient use of 


A Bank Credit Department 


by G. KENNETH CROWTHER 


Second Vice-President, Guaranty Trust Company of New York 


under our complex industrial 

civilization entails credit, just as 
blood must course through the 
human body to sustain its biological 
functioning. Most executives are 
accustomed to using their banks for 
developing information relevant to 
companies or persons with whom 
they are doing, or expect to be 
doing, business, and sometimes they 
seek specialized information not 
necessarily pertinent to commercial 
credit. Executive managements are 
generally cognizant, through their 
credit managers or credit depart- 
ments, of how a commercial bank 
functions to serve their inquiries. 

But some are not, which justifies 
this discussion. The purpose here 
is to advise business managements 
how they and their banks may, for 
their mutual self-interest, get the 
most efficient and economical credit 
service. A minor proportion of in- 
quirers, through thoughtlessness or 
lack of know-how, do not properly 
present their cases to the bank 
credit department, and in conse- 
quence the bank is handicapped in 
developing the kind of information 
wanted. This discussion is intended 
for the relatively few unintentional 
offenders, and even to some veterans 
whose systems have slipped. There- 
fore it behooves us to review, in a 
constructive spirit, a few of the 
“do’s” and “don’ts’” which, when 
observed, enable the bank to help its 
customer to their mutual satisfac- 
tion. 


|: is axiomatic that doing business 


Avoid confusion — — 


Be explicit with the subject’s cor- 


G. Kenneth Crowther has been 
associated with the Guaranty Trust 
Company of New York, principally 
in its Credit Department, since 1936. 
He was appointed Assistant Credit 
Manager in 1943 and Second Vice 
President in 1949. 

Born in Lutherville, Maryland, Mr. 
Crowther was graduated from the 
University of Virginia in 1932. He 
has been active in official capacities 
with various credit groups, is presi- 
dent of Robert. Morris Associates, 
and has served as lecturer on credit 
subjects at the Vermont Institute of 
Banking held at the University of 
Vermont. 

a 


rect and full name, street and city 
address. That is a prime requisite, 
from the bank’s viewpoint. Our 
big cities have many individuals and 
firms having the same or similar 
names, and often this is also true 
in smaller communities. A recent 
investigation through my bank con- 
cerned a person in a nearby town 


whom I shall call “Mr. A. B. Smith.” 
The more time our investigator de- 
voted to the case the more con- 
fused he became until he realized 
that there were three separate indi- 
viduals, all akin to one another, and 
all living in the same town but at 
different street addresses. One was 
“A.B. Smith,” a second was “Archi- 
bald B. Smith,” while the third was 
“A. Bertram Smith, Jr.” To com- 
plicate matters further, two of these 
men had recently moved. 
Confusion and loss of time can re- 
sult likewise when corporations have 
one or more affiliates whose names 
are identical except for small dif- 
ferences in respective corporate 
titles. The need for a street and 
town address should be apparent, 
especially if a company is little 
known or is located in a large city. 


— — and duplication 


Whenever bank, trade or other 
references are known, these should 
be mentioned in the inquiry. Their 
availability to the investigator saves 
time and expense. If the inquirer 
has a mercantile agency report i 
his file or readily obtainable, this 
should also be indicated so that the 
bank investigator does not consume 
time developing duplicate back- 
ground information and_ checking 
high credit, terms, pay record, etc. 
all of which probably would be in- 
cluded in the agency report. Request 
should be made for this type of 
information if it is desired by the 
inquirer. 

Each request for information 
should include specifically the ob 
ject and scope of the inquiry. The 
observance of this cardinal rule el 
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ables the bank to know just what is 


wanted and how it is to be used 
and, accordingly, its investigation 
can be conducted in a manner de- 
signed to bring out the information 
that will be most helpful to its cus- 
tomer. Strangely enough, although 
this rule is one of the most im- 
portant to observe from the stand- 
point of the inquirer’s ultimate 
benefit, it is the one least observed 
by him. It should be apparent that 
a general inquiry will elicit a general 
reply, which in many cases is of 
little or no value. 

Let us suppose that the inquirer 
contemplates an extension of credit 
to a new customer, or possibly has 
received an order from an old cus- 
tomer which will involve a much 
larger amount of credit than he pre- 
viously had been granted. The ap- 
proximate dollar amount of the 
transaction should always be men- 
tioned since what might be an un- 
important amount for one company 
to handle may be entirely too large 
for another. An intelligent and 
helpful opinion cannot be expressed 
unless the nature of the transaction 
is known, 


Mention amount of order 


Possibly the inquirer intends 
placing an order for supplies of a 
certain type and dollar amount. The 
supplier’s financial responsibility 
would be important but of greater 
interest would be an opinion as to 
his reliability, general reputation 
and ability to perform under that 
particular order. Conceivably, an 
order of the size under considera- 
tion might be far beyond the capac- 
ity of the client or might be com- 
pletely different from the company’s 
normal products, all of which would 
be of interest and probably would 
not be learned through a request for 
information regarding merely “gen- 
eral reputation and financial stand- 
Ing,” 

Some time back we received a 
letter from an out-of-city customer, 
who expained that he had placed 
an order with a small New York 
irm for office equipment. A check 
ior the full amount accompanied the 
order, but neither equipment nor 
replies to several letters had been 
‘ceived by our depositor. Discus- 
‘ion with the New York firm’s bank 
lailed to throw any light on the 
reason for the lack of action al- 
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though, if our customer had not told 
us specifically what he wanted to 
know, the information obtained 
would probably have been considered 
sufficient, since it was all favorable. 
Discreet inquiry by our investigator 
produced information to the effect 
that the office equipment firm had 
been deluged with orders, one of the 
principals had been ill for a period 
of time, and the office force, such 
as it was, had been unable to 
straighten things out. 

My bank was told that the pros- 
pects looked good for clearing things 
up soon. This information was 
passed on to our inquirer, who was 
much relieved to have it and he 
ultimately advised us that the equip- 
ment had been received. We were 
able to do a good and a helpful job 
because our customer went to the 
trouble to explain his problem 
exactly. 


No identities disclosed 


No doubt some of the failures to 
give full information to the bank 
concerning the scope and object of 
inquiries arise through the in- 
quirers overlooking the fact that the 
bank, in its position as “middle- 
man” in the interchange of credit 
information, is very careful not to 
disclose the identity of the inquirer 
or the source of the information. At 
the same time, the bank investigator 
phrasés his questions so that he can 
obtain an expression of opinion con- 
cerning the transaction inquired 
about without necessarily giving out 
the specific details, which might 
permit identity of the inquirer be- 
coming known. It should also be 
borne in mind that banks, trade 
houses and others are to some de- 
gree suspicious of these “general 
inquiries,” since they do not know 
what is behind them. Frank dis- 
closure of the reason for the inquiry 
usually brings a frank and helpful 
reply. 

Use of form letters should be 
avoided. A form letter does not 
imply the importance of a specially 
written letter, and it does not engage 
the highest degree of interest on the 
part of the recipient. Some com- 
panies grind out great numbers of 
form letters, on which are typed, in 
a careless way, the names of the sub- 
jects about which information is 
desired. In too many cases, the 
preparation of these form letters is 





so hasty and careless as to carry 
incorrect titles, street addresses, etc. 
This is suggestive of an indiscrimi- 
nate revision of files for credit pur- 
poses, which should not be indulged 
in. Long lists of names for credit 
checking are burdensome, partic- 
ularly when, as so often happens, 
many of the names are located in 
the same city and ‘it thus becomes 
necessary for one correspondent 
bank in that area to be overburdened 
with all of them. 


Banks give specialized 
information 


Some business houses apparently 
follow the practice of bringing up 
the names of all their customers for 
periodical revision at a set time 
each year, regardless of what the 
customer’s record has been for the 
previous year or how much business 
has been received. If it is deemed 
necessary to revise all names once a 
year, the list shoud be split up for 
attention over a period of time so 
that they are not all reviewed con- 
currently with the banks. In many 
instances a bank revision is actually 
unnecessary and sufficient informa- 
tion for credit purposes could be 
obtained through the ordering of an 
up-to-date mercantile agency report. 

It is in the field of special investi- 
gations that the bank credit depart- 
ment is best able to help its cus- 
tomers, Through its wide connec- 
tions, prestige, and experienced 
investigating personnel, the bank is 
in a particularly advantageous posi- 
tion to obtain information that is 
outside the field of the usual credit 
checking. Examples are industry 
surveys, commodity studies, pros- 
pects for a certain type of business, 
and close information regarding indi- 
viduals. This type of service re- 
quires ample time to process and 
naturally cannot be completed in the 
short time that most customers have 
come to expect as rountine in con- 
nection with the usual type of credit 
report. 

One should not broadcast the 
same inquiry to several banks in 
the same locale unless the letters of 
inquiry indicate the names of the 
other banks addressed. An iden- 
tical letter of inquiry directed con- 
currently to several contiguous banks 
causes much duplication in time and 
effort. Assuming that they are all 

(Continued on page 40) 





The Theory and the Facts of 


Credit and Financial Terminology 


By Edward O. Kallmann 


Credit Manager, Wheeling Corrugating Co., Long Island City, N. Y. 


HILE this subject may, 

on the surface, appear 

rather dull, there is a great 
need among credit executives and 
business men generally, for a clear 
understanding of the theory and 
facts behind financial phraseology in 
ordinary usage. 

Today credit executives are 
looked upon as business doctors, 
and their advice is sought by many 
businessmen, Hence, they should be 
well informed on financial subjects. 

In reading and analyzing finan- 
cial statements, the examiner is apt 
to skim over assets, liabilities, cap- 
ital and surplus, as well as income 
and expenses without stopping to 
consider the implications behind 
each item. 

I will begin by discussing some 
Balance Sheet items: 


Importance of accounts 
receivable 


It should be remembered that any 
business aside from the primary mo- 
tive, profit, is interested in liquidity. 
The fact is sometimes overlooked 
that accounts receivable are closer 
to conversion to cash than inventory 
and other current assets. In ordinary 
trading, inventory must first be con- 
verted into accounts receivable be- 
fore cash is realized. Hence, ac- 
counts receivable are of primary im- 
portance and should be given more 
consideration than inventory. 

Ordinarily, a factor can be de- 
scribed as an agent who sells goods 
for a principal and has possession of 
such goods, as differentiated from a 
broker, who is also an agent, but 
does not have possession of the 
goods. However, factoring has been 


8 


expanded to include acting as an 
agent in credit checking and financ- 
ing. Possession or control of ac- 
counts receivable by lien results. 
Hence, factored accounts receivable 
are removed from general creditor’s 
control. 

We hear the word “over-inven- 
toried” used continuously in period- 
icals and newspapers. There are in 
my opinion, only two reasons for 
having excessive inventories (1) 
scare buying in a period of impend- 
ing shortage and (25 lack of judg- 
ment on the part of the buying or- 
ganization. While in a period of 
scarcity, heavy buying can be ad- 
vantageous, consideration must be 
given by the buyer, of the financial 
capacity of his company to absorb 
this heavy inventory load. Disaster 
can be averted by quick turnover, 
but in the event of any slow down in 
sales, following a heavy buying pe- 
riod, the under-financed company is 


heading for trouble. Even in times 
when goods are plentiful, those com- 
panies without capable management 
can succumb to heavy and inefficient 
buying. Hence, in evaluating a com- 
pany’s financial standing the rela- 
tionship of inventory to other cur- 
rent assets as well as investment is 
an extremely important factor. 


Operating cycle 


An “operating cycle” of a busi- 
ness is the period intervening be- 
tween the acquisition and the time 
of subsequent realization of items 
acquired for conversion into cash 
in the course of ordinary operations. 
Thus, an operating cycle will cover 
the period from the original pur- 
chase, subsequent sale and collec- 
tion of the account. 

A supplementary statement, that 
in my opinion is not used widely 
enough, is a statement showing the 
details explaining the reasons for a 
change in working capital. This 
statement will reveal what propor- 
tion of profits are retained. in the 
business ; whether additional invest- 
ment has been made; whether ex- 
cessive purchases of capital assets 
have been made to the detriment of 
working capital and whether long 
term obligations are being amor- 
tized too rapidly. It would be well 
for credit executives and manage: 
ment to learn how-to prepare these 
statements to supplement balance 
sheets submitted. 


Investments 


It is advisable to analyze an asset 
of this kind because the question of 
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liquidity arises. There are three pos- 
sible classifications of investments. 
(1) Marketable securities. (2) Mis- 
cellaneous Investments. (3) Invest- 
ments in subsidiary companies. 

The first mentioned obviously 
should contain those securities for 
which there is a ready market. Valu- 
ation should be shown on a balance 
sheet at cost but with a notation as 
to present market value. 

The second would contain those 
securities purchased with the intent 
of retaining them over a long period 
for income. These also should be 
listed at cost with market value in- 
dicated. 

Investments in subsidiaries are 
for the most part a long term in- 
vestment and cannot be considered 
in an evaluation of the liquidity of 
a business. There are two methods 
of displaying this asset: (1) at cost; 
(2) book value of the subsidiary’s 
capital stock so as to reflect profits 
and losses of the subsidiary on the 
books of the parent company. 

Contingent assets represent for 
the most part claims against others 
that at the moment cannot be ranked 
as actual assets, but have sufficient 
basis to warrant the expectation that 
they may materialize and be of value 
to the company. Examples are 
claims against the government for 
overpayment of taxes, or a law suit 
against another, the result of which 
appears favorable. These items are 
not displayed in a balance sheet but 
their existence should be disclosed. 

Contingent liabilities on the other 
hand are not actual liabilities but a 
possibility exists of their becoming 
liabilities at some time in the future. 
Such possibilities include Dis- 
counted Notes or claims against the 
company in process of litigation. 


Funds—sinking funds 


_A fund is the segregation of a por- 
tion of the assets of a corporation 
from the other assets of the corpora- 
tion, such segregated assets having 
been set aside for a particular pur- 
pose. Funds, therefore, cannot be 
considered as liquid assets by the 
creditors because of the company 
having set apart these assets for 
another purpose. If the funds, how- 
ever, remain under the control of 
the corporation, they are not re- 
moved from credit participation in 
the event of liquidation. Funds can 
be set up for any purpose, pensions, 


new building, or any other project, 
where an actual setting aside of cash 
or other assets is desirable. 

A sinking fund is created, how- 
ever, for the specific purpose of pay- 
ing a bonded or other debt at matur- 
ity. 

Under classification of deferred 
charges in a balance sheet you will 
usually find prepaid expenses or ex- 
penses that should be proportion- 
ated. There seems to be a differ- 
ence of opinion among accountants 
with regard to items of this nature. 
One faction contends they should be 
included in current assets, while 
others feel they should continue to 
be carried under the classification 
“deferred charges.” I lean toward 
the latter theory on the grounds that 
an operating business cannot look to 
prepaid expenses for conversion into 
cash. This conversion usually only 
takes place in a liquidating business. 
Credit executives have not and in 
my opinion should not give any con- 
sideration to deferred charges in 
evaluating the liquidity of a going 
concern, 


Reserves 


The subject of reserves is an in- 
teresting one. There is a tendency 
today to get away from the pro- 
miscuous use of the word “Reserve.” 
In the past and to a great extent 
presently there are three uses of the 
word. (1) A valuation reserve, (2) 
liability reserve and (3) surplus 
reserve. 

The common valuation reserves 
are “Reserve for Bad Debts” and 
“Reserve for Depreciation.” This 
type of deduction from asset value 
is not a reserve in the strict sense of 
the word but a provision for or an 
estimation of the reduction in value 
of the asset. It is preferable to call 
the deduction from accounts receiv- 
able “estimated losses in collection” 
and in the case of depreciation “‘pro- 
vision for depreciation.” 

The second place where you will 
find the word Reserve mentioned is 
in connection with an estimated 
liability such as “Reserve for In- 
come Taxes.” Again, this is not a 
reserve but a provision for estimated 
income taxes and should be so 
named and included in Current Lia- 
bilities on the Balance Sheet. 

Surplus Reserves are the only 
true reserves. These surplus re- 
serves are appropriations or trans- 
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fers from tlje Earned Surplus ac- 
count to make that portion of 
Earned Surplus unavailable for divi- 
dends. By thus segregating a portion 
of Earned Surplus, assets are con- 
served for the purpose for which the 
Reserve has been set up. Typical 
Surplus Reserves are Sinking Fund 
Reserve, Reserve for Improvements, 
Reserve for Contingencies. Accord- 
ingly a Surplus Reserve is merely 
appropriated earned surplus and re- 
mains a part of the net worth of the 
corporation. When the purpose for 
which the reserve has been set up 
is accomplished, the amount in the 
reserve may be transferred back to 
Earned Surplus. 

Secret Reserve—While you will 
not find a secret reserve listed on a 
balance sheet as such, it may never- 
theless exist in that it is generally 
speaking the undervaluation of as- 
sets or the overvaluation of liabil- 
ities. The undervaluation of assets 
may be deliberate because of a con- 
servative policy of depreciating Cap- 
ital Assets more rapidly than the life 
of the asset would justify. On the 
other hand, the overstatement of 
liabilities. is more apt to be delib- 
erate, and with the intent to defraud 
a taxing authority or to induce 
stockholders to sell their stock at a 
lesser value than true book value. 


Surplus 


There are two types of Surplus; 
Earned Surplus and Capital Sur- 
plus. 

Earned Surplus obviously results 
from retained profits. 

Capital Surplus on the other hand 
represents profitable transactions or 
adjustments in the corporation’s 
own stock. Typical examples and 
sources of Capital Surplus are (1) 
Premium on issuance of Capital 
Stock, the excess received over par 
value representing Capital Surplus, 
(2) Stock Donations, (3) Surplus 
created from appreciation of capital 
assets, (4) discount on purchase of 
Treasury Stock. 

As a general rule Capital Surplus 
is not available for dividends. 

There are various restrictions that 
may be placed on Earned Surplus, 
preventing distribution of the re- 
stricted portion to stockholders. 
Two of the common restrictions are 
(1) because of a provision in the 
trust agreement covering a bonded 
indebtedness and (2) a restriction 
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to the extent of the purchase of 
treasury stock. This latter restric- 
tion is imposed primarily for the 
benefit of creditors, the theory being 
that if surplus funds are used for 
the purchase of the corporation’s 
own stock, distribution of profits 
should not be made to further de- 
plete assets so far as creditors are 
concerned. 


Dividends 

Dividends are usually paid in 
Cash or Capital Stock. 

Prior to the declaration of a cash 
dividend a Board of Directors 
should give consideration to various 
facts. (1) Sufficient cash should be 
available for distribution to stock- 
holders. Borrowing to pay a divi- 
dent is poor policy. (2) An Earned 
Surplus must exist. (3) Considera- 
tion must be given to the immediate 
and future needs of the business. 
(4) A corporation may be follow- 
ing a conservative dividend policy 
so that a steady dividend rate may 
be maintained under all ordinary 
business conditions. 

A stock dividend is payable in 
additional capital stock and is usu- 
ally declared so as to conserve cash 
for expansion purposes. 

Sources of corporate funds from 
within the organization : 

(1) Through retained profits. 
While a dividend may ordinarily be 
declared in an amount that will give 
a stockholder an immediate fair re- 
turn on his investment, it is well for 
a company to retain a substantial 
portion of its profits for expansion. 
(2) By sale of capital assets. This 
is sometimes accomplished without 
losing the use of those assets by 
selling the capital asset and leasing 
it back under a long term lease ar- 
rangement. 

From without the organization: 

In securing corporate funds from 
outside sources consideration -should 
be given to the fact as to whether 
the need is for a short or long term. 
If for a short term there are various 
sources. (1) Credit from suppliers, 
(2) discounting of customer’s paper, 
(3) trust receipt arrangement, 
whereby a bank accepts a negotiable 
bill of lading with draft attached on 
behalf of the purchaser. The bank 
then has legal title to the goods and 
upon the execution of a trust receipt 
by the purchaser the goods are re- 
leased. Proceeds of the sale of the 
goods must be turned over to the 
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bank to the extent of the obligation. 
(4) Short term loans from banks 
with interest bearing notes or dis- 
counting the company’s own non- 
interest bearing notes. These loans 
can either be unsecured or secured 
by pledge of assets. 

Long term funds are secured 
either from stockholders by the is- 
suance of additional stock or by the 
issuance of long term notes or bonds. 

A bond issue may result in the 
sale of the bonds either below or 
above par value. In the case of the 
former a discount results, in the 
latter a premium exists. These dis- 
counts and premiums are in effect 
deferred charges and deferred cred- 
its and should be amortized over the 
life of the bonds. 

In selling bonds at a discount, the 
cost of the borrowing is increased 
but in spreading this expense over 
the life of the bonds it becomes nec- 
essary to carry as a deferred charge 
an “Unamortized Bond Discount” 
account which should be shown in 
the Balance Sheet in the Deferred 
Charge classification. The opposite 
is true in connection with a Bond 
Premium. Each period over the life 
of the bond the income applicable to 
the period should be segregated 
from the total Premium. The bal- 
ance of “Unamortized Premium on 
Bonds” is carried on the balance 
sheet as a Deferred Credit. The net 
effect of a premium on bonds is a 
reduction of the overall cost of bor- 
rowing. 


Methods of development 


Corporate organizations are usu- 
ally classified as “Single Unit Pro- 
cedure” or “Multiple Unit Proce- 
dure.” The former, in the expansion 
of its activities develops new under- 
takings as parts or branches of the 
enterprise already existing. You will 
find examples of this type in cor- 
porations who operate various divi- 
sions. This organization has but one 
fund of assets to which creditors can 
look for payment. 

In the multiple unit procedure, 
however, a separate corporation is 
organized for each undertaking, thus 
taking advantage of a limitation of 
liability. Thus the risk of a new 
enterprise does not attach to the 
entire fund of assets. 

In this. instance a creditor can 
only look to the assets of the cor- 
poration to whom credit is extended. 


It is well, therefore for a credit or 
financial officer to examine carefully 
the responsibility of the individual 
corporation instead of being lulled 
into a false sense of security by 
being overwhelmed by the magni- 
tude of the consolidated organiza- 
tion. 

Accordingly Consolidated Bal- 
ance Sheets have very little value 
when credit extension is being con- 
templated to one corporate unit. 
Only by examining the financial 
statement of the individual corpora- 
tion can a credit officer be assured 
that he has the proper information 
to decide whether credit is justified, 

In this connection the question of 
the value of corporation guarantys 
arises. As a general rule a Corporate 
guaranty will not be recognized in 
Court on the theory that the stock- 
holders will ordinarily derive no 
benefit therefrom, and further that 
the purchase of stock by these stock- 
holders did not contemplate the ad- 
ditional risk involved in the execu- 
tion of the corporate guaranty. 
Hence, corporate guarantys should 
not be depended upon to any great 
extent in granting credit to an aff- 
liated corporation, 


Mechanics liens 


A mechanics lien is a legal claim 
on property as security for payment 
of compensation for work done or 
to suppliers for materials furnished 
in the construction or alteration of 
real estate. The credit executive can 
view differently credit extended 
where protection can be secured by 
filing a mechanics lien. Careful con- 
sideration must be given to the time 
of filing. The law of the State in 
question must be examined as to the 
period in which a lien may be filed. 
In New York for instance, a four- 
month period is allowed dating from 
the last shipment of materials or 
work done. 

If an indebtedness is to be paid in 
installments by a series of notes itis 
important that the notes contain an 
acceleration clause, which states in 
effect that the note is one of a serits 
of notes and in the event of default 
in any one note, all the notes then 
outstanding will become due imme- 
diately. This eliminates the incon- 
venience and possible loss resulting 
from ordinary notes which would 
require waiting until each note ma- 


(Continued on page 40) 
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Some common interests of 





Our Two Associations 


by CLARENCE E. WOLFINGER 


President, National Retail Credit Association, Credit Manager, Lit Brothers, Philadelphia 


holding information from Gim- 

bel’s seems to be understandable 
when we consider the attitudes 
which existed some time ago between 
our credit associations. As a matter 
of fact, even at the present time, 
when one mentions the National 
Association of Credit Men, it is 
referred to as a “wholesale” organi- 
zation. When we mention the Na- 
tional Retail Credit Association, the 
name implies “retail” because it is a 
part of its name. Both organizations 
have the same objective, which is the 
safeguarding of credit. The con- 
structive work of one is sure to bene- 
fit the other. The efforts of both 
associations to raise the standard 
of ethics have unquestionably re- 
sulted in a general uplift in the en- 
tire credit profession. 

When the National Association of 
Credit Men was organized in 1896, 
ledger experience was considered a 
sacred asset not to be divulged to 
competitors. The first big job which 
it did was to discredit this theory 
and inaugurate the practice of the 
free exchange of ledger experience. 
This custom, now firmly established, 
undoubtedly had an early influence 
in developing closer cooperation 
among credit grantors in the retail 
field. Today, the National Retail 
Credit Association has gone a step 
further, for its members through 
the local retail credit bureaus sub- 
mit schedules of delinquent accounts 
and profit and loss accounts, and 
this information is made available to 
all members. The procedure has 


T old story of Macy’s with- 


been so systematized and the co- 
operation is so complete that some 
credit departments consider it good 
Practice to open an account when 





Clarence Wolfinger practices 
what he preaches—cooperation 
between retail and wholesale cred- 
it executives. He is now president 
of the retail credit men and has 
served the Credit Men’s Associ- 
ation of Eastern Pennsylvania in 
most capacities and is a past 
president. He was general chair- 
man of the 1949 Credit Congress 
in Atlantic City. 


there is no adverse information in 
the files of the bureau. 

The routine and sources of in- 
formation do vary but in the final 
analysis all credit departments, both 
wholesale and retail, are after the 
identical combination of facts—who 
he is, what he has and how he pays 
his bills. 


Associations’ product 


Credit associations are not pri- 
marily social organizations but they 
are a society within themselves, in 
that they meet for friendly and in- 
timate discussion of mutual prob- 
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lems. This may be on the street, 
in the office, or at meetings such as 
this. These credit associations have 
officers, directors and employees, 
just like our large business enter- 
prises, and just like them, too, they 
manufacture a product. 

This product is well diversified. 
It is, for instance, a better under- 
standing between members ther- 
selves, and between members and 
the general public. These associa- 
tions create a fraternity within their 
own ranks and reflect this spirit to 
others who may be thus attracted 
to their cause. They hold meetings 
to discuss improvements within 
their own industry, to pass on to 
each other the knowledge toward a 
better acceptance of their product. 
They constantly try to improve the 
product, which includes for the 
most part services. They gather 
items of interest and distribute the 
good things among members and 
the general public. They get together 
in meetings and address each other 
as “Bill” or “John”. They publish 
copies of interesting talks, articles, 
monthly magazines, booklets and 
pamphlets. They send out informa- 
tive notices and gather statistics 
and other information dealing with 
their product. 

They endeavor to maintain a uni- 
form standard in what they are 
selling. To this end they urge the 
passage of legislation to protect the 
interests of all creditors as well as 
work toward the correction and 
modification of existing legislation. 
They establish codes of ethics and 
standards of practice under which 
their members are asked to operate. 

The objects of our credit associa- 
tions are legislative, judicial and 
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administrative. We attack, if need 
be, and defend ourselves when 
necessary. 


Common interest 


There is a common interest to 
both of us—The National Associa- 
tion of Credit Men and the National 
Retail Credit Association. Maybe we 
can break down the old adage of 
Macy’s and Gimbel’s and accom- 
plish the Miracle of 34th Street. 
We should definitely move in that 
direction. Certainly we are mutually 
interested in most things which 
affect credit, so let us find a way 
in which we can bring these common 
interests together for the benefit 
of all. 

Perhaps the best way to start 
this kind of an operation is at the 
local level and let the other activities 
filter through from there by satura- 
tion until they reach the national 
level. Here are a few things we 
might do: 

In most cases, we have two local 
associations. These associations, at 
least once a year, can have a joint 
meeting, or if not a joint meeting, 
certainly the one group can be in- 
vited to take over the meeting of 
the other and vice versa—just for 
one time, or the meeting of one as- 
sociation might be dedicated and 
devoted to the interests of the other. 


How they do it in Philadelphia 


As an example of what can be 
done to weld all credit managers 
into a community group at the local 
level, you will be interested in what 
we do in Philadelphia. Here we 
have the most friendly relations be- 
tween the two associations. The 
secretary of the Credit Men’s Asso- 
ciation of Eastern Pennsylvania has 
been for several years a director 
of the Philadelphia Retail Credit 
Managers Association, and the man- 
ager of the Philadelphia Credit 
Bureau is a director of the Credit 
Men’s Assocation of Eastern Penn- 
sylvania. A retail department store 
credit executive is at present a 
director of the Credit Men’s Asso- 
ciation of Eastern Pennsylvania. 

Once a year the credit associations 
in Philadelphia and nearby New 
Jersey charter a boat for an evening 
of fun and frolic. The proceeds are 
used for furthering the educational 
activities and the Permanent Home 
Fund of the Credit Men’s Associa- 
tion of Eastern Pennsylvania. Just 
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| think of that for a moment. All the 


retail associations in the city and 
vicinity have joined for several 
years in promoting this yearly ac- 
tivity but the excess of sales over 
expenses is used by only the one 
association for two of its activities: 
A Credit School scholarship and 
the future home fund. 

I don’t have to point out to you 
the wonderful spirit of cooperation 
throughout the city that exists from 
which all of us benefit. Credit infor- 
mation sources work as a complete 
unit in Philadelphia. 


Legislative matters 


Certainly there is a great deal of 
combined effort that can be done in 
a legislative way. It seems to me 
that our imagination would outline 
how this can be done. Regulation W, 
for instance, does not affect only 
retailers. It affects distributors, it 
affects manufacturers. It also affects 
the sources of raw products. The 
par collection of checks is not a 
matter for wholesalers or manufac- 
turers alone. Retailers too are in- 
terested in this. 

We cannot think of legislative 
measures without developing our in- 
terest in national affairs. We in the 
credit business do not exercise con- 
certed effort to protect our interests 
as a whole. Contrast the position of 
labor in relation to its demands on 
the lawmakers as compared to the 
efforts of credit grantors. We could 
well be more united. 

Weare interested in controls of all 
kinds. Many of our efforts have 
overlapped, which has resulted in 
an effort directed in three or four 
ways, which might be well combined 
into a greater effort in one direc- 
tion. A sound economy is vital to 
all credit grantors and the best 
results can only be obtained by uni- 
fied action. 

Yes, we are interested in educa- 
tion. We are interested in the 
education of our credit executives 
and in the education of the public 
in general to a better understanding 
of credit. The recent acceptance of 
the members of the National Retail 
Credit Association into the Execu- 
tive School of Credit and Financial 
Management, at Dartmouth College, 
sponsored by the National Associa- 
tion of Credit Men, opened the 
doors to more complete cooperation 
in education for the future. 

The National Retail Credit Asso- 


ciation held open house on April 12, 
1951, in celebration of occupying 
their own International Head. 
quarters in suburban St. Louis, 
The first visitor to register on our 
guest registration book was your 
own Henry H. Heimann. 


U. S. Chamber of Credit? 


We are each interested in better 
practices and better understanding; 
between all classes of credit grantors, 
We know there is competition, and 
we welcome it, but in the competi- 
tion we still want to preserve the 
proper use of credit and learn of 
the other fellow’s problems. Nothing 
could be more helpful toward our 
cause than a good public relations 
job. We will need the publicity and 
public support which come from 
intelligent treatment of credit and 
collection problems. 

The item of expenses and cost 
comparisons is something that in- 
terests every credit executive. Just 
a matter of comparison of costs is 
interesting. In these times, increas- 
ing costs and increasing service de- 
mands bring problems about which 
we can be mutually helpful. 

We are interested in all credit 
associations. We are interested in 
attracting new members. We would 
like more members to know more 
about what you are doing, and | 
would like more of your members 
to know what we are doing. To- 
gether we can accomplish a great 
deal. We can—through combined 
efforts—create a United States 
Chamber of Credit. 


Business Books 


How to Pick Leaders. By G. L 
Freeman and E. K. Taylor. Pub- 
lished by Funk & Wagnalls Co. 
New York 10, N. Y. 225 pp. 
Price: $3.50. 


The problem of deciding on pro- 
motions in a business organization 
should not be perplexing. Here you 
will find a discussion of such ques 
tions as (1) qualities necessary im 
top executives (2) analysis of char- 
acteristics and personality typés 
which inspire confidence and loyalty, 
(3) job aptitude and proficiency 
measures, and others which will aid 
in determining which employee may 
be deserving of promotion. 
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Some thoughts on the economic 


facts of life, particularly on 


by J. A. WALKER 


Inflation and Credit 


General Credit Manager, Standard Oil Company of California, San Francisco 


abundant evidence of the rav- 

ishing nature of inflation. In 
Europe and Asia, where the produc- 
tive energies of so many countries 
have been spent on armaments and 
war, currency depreciation has be- 
come a widespread malady. Its rav- 
ages have destroyed the life savings 
of hard-working peoples. Insurance 
protection has been wiped out, and 
those who lived on fixed incomes 
have been impoverished. Inflation 
has stalked every nation at war; and 
the United States, although more for- 
tunate than most countries, has not 
entirely escaped. 

For a decade now this threat has 
hung over our economy. At the close 
of World War II conditions were 
ripe for inflation. Consumers, busi- 
nesses, State and local governments, 
and other purchasers were once again 
bidding freely for all kinds of goods 
and services, especially those which 
were generally unobtainable during 
the war years. Only the huge and 
expanding production in the econ- 
omy prevented a more severe price 
spiral, 

In 1949 it seemed as if the danger 
were past, but early in 1950 the in- 
fationary pressures reappeared. 
Then came the war in Korea and 
these pressures were suddenly in- 
creased. The country immediately 
embarked on an extensive program 
of rearmament and military pre- 
paredness, a program that may well 
carry on for many years. It is now 
‘vident that as long as the economy 
produces war materials in large vol- 


ume the inflationary forces will per- 
Sst, 


RR sian history has provided 





The author believes that keeping the field 
organization, both sales and credit, informed 
on economic trends is an essential part of 
sound credit administration. Among the 
methods he uses to accomplish this end is a 
series of letters on economic matters. This 
article is a reprint of one of the author’s let- 
ters sent to the sales organization of Stand- 
ard of California March 8. Mr. Walker is a 
director and a past president of the Credit 
Managers’ Association of Northern and Central 
California and vice-president of the American 
Petroleum Credit Association. Note again that 
this article was written in March. 
. 


Sources of Inflation 


Inflation, in its simplest terms, 
means rising prices. It stems from 
an expansion in demand without a 
corresponding increase in the avail- 
able supply of goods and services. 
Almost inevitably this expanding de- 
mand is accompanied by and, in fact, 
made possible by an expansion of 
money or purchasing power. War 
and preparation for war are, of 
course, notorious breeders of infla- 
tion. War always creates, on an en- 
ormous scale, an immediate demand 
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for materials and services required 
to produce armaments and to supply 
military forces. As a result, a large 
part of the nation’s production is 
diverted from the civilian market to 
the armed services. 

This war-born expansion in de- 
mand is customarily financed by 
Government borrowings, largely 
through the sale of securities by the 
Treasury to commercial banks. Such 
deficit financing adds to the money 
supply—the means by which the de- 
mand for goods and services is made 
effective in the market place. It is 
this expansion in the supply of 
money that is frequently identified as 
the cause of inflation. 

Deficit financing by the Treasury, 
however, is only one of the sources 
of inflation. Spending in excess of 
current income by businesses and 
consumers can be just as inflationary 
as bank-financed Government de- 
ficits, particularly when such spend- 
ing increases the money supply with- 
out a like increase in the output of 
goods and services. During the past 
year this borrowing has reached 
large proportions. Businesses have 
increased their borrowings from 
banks to finance inventory accumula- 
tion and capital equipment. Con- 
sumers likewise have contributed to 
the inflationary pressures by pur- 
chasing housing, automobiles, house- 
hold appliances, and other such 
goods in large quantities by means 
of bank credit. This expansion in 
bank loans creates new funds which 
are used to bid for the available, and 
often diminishing, supply of goods. 

In brief, the abrupt increase in 
market demand in recent months has 
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resulted from Government expendi- 
tures on armaments and other ma- 
terials for war and from sharply in- 
creased business and consumer ex- 
penditures. 


Changes in the economy 


Industry is now booming as it has 
at no time since the war. Industrial 
production is currently about 20% 
higher than a year ago and is ap- 
proaching the peak levels of the war 
years. While manufacturing produc- 
tion has risen rapidly in response to 
the expanded demand, the gain in 
total output in the economy as a 
whole has been of smaller propor- 
tions. In agriculture, for example, 
production cannot be increased im- 
mediately. It takes almost a full year 
to plant and harvest new crops. It 
also takes about three years to add 
materially to the supply of livestock. 
Therefore, the spectacular gains in 
industrial production have been con- 
siderably greater than in other seg- 
ments of the economy. 

Federal Government expenditures 
are currently estimated at an annual 
rate of $50 billion—up nearly 25% 
over a year ago. In January of this 
year department store sales were 
about 30% higher than the like 
month of 1950. Housing, automobile, 
and appliance sales are at record 
highs. Business inventories are 20% 
higher than a year ago. The in- 
creased tempo of Government spend- 
ing and the higher level of consumer 
and business buying have been ac- 
companied by a general rise in prices. 
Already commodity prices exceed 
the peaks reached in 1948. 

Agriculture income has made a 
quick comeback. During the first half 
of 1950 farm income lagged 9% 
behind the prior year. By the end of 
the year the total was nearly equal 
to 1949, 

Bank credit has risen substantially. 
Since the outbreak of the Korean 
War there has been an increase in 
total loans at banks in leading cities 
of approximately $4 billion. 

Nearly all business indexes point 
to a heightened business activity 
born of war and rearmament. The 
problem of building armed strength 
and at the same time preventing run- 
away inflation will present control 
difficulties far more serious than 
during the last war. History brings 
a sharp reminder that no nation per- 
mitting uncontrolled inflation is 
likely to save its social order. 
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The measure of inflation 


The degree of inflation is deter- 
mined by what the currency will 
buy in comparison with former val- 
ues. As measured by the Bureau of 
Labor Statistics’ wholesale commod- 
ity price index, with 1926 the base 
year, the purchasing power of the 
dollar has ranged widely over the 
past one hundred years. 

In 1897, before the Spanish-Amer- 
ican War, the dollar represented 
$2.16 in purchasing power. In 1914, 
prior to the outbreak of World War 
I, it was equivalent to $1.48. In 1920, 
after the war, it had dropped to 
$0.64. At the beginning of World 
War II it was $1.30, afterwards 
falling to $0.61 in 1948. In June of 
1950 the dollar was valued at $0.64. 
Today it is about $0.58. 


Controls 


To combat the growing inflation- 
ary pressures the Federal Govern- 
ment has already imposéd a number 
of controls. In August, 1950, the 
Board of Governors of the Federal 
Reserve System encouraged an in- 
crease in short-term interest rates 
by raising the rediscount rates to 
member banks. In September and 
October Regulations W and X were 
resurrected and revised to place 
curbs on installment and housing 
credit. 

Ass bank loans continued to rise, 
the Federal Reserve Board increased 
the reserve requirements of mem- 
ber banks by two percentage points. 
This action taken at the close of the 
year will have the effect of raising 
the required reserves of member 
banks by $2 billion. The way the re- 
serve banking system works this $2 
billion might otherwise become the 
basis for a $12 billion increase in 
total available bank credit. Margin 
requirements for stock purchases 
were raised a short time later from 
50% to 75%. 

Additional taxes have been levied 
to pay the mounting war and de- 
fense costs and to drain off exces- 
sive purchasing power. The corpor- 
ate tax rate has been raised from 
38% to 47% since the Korean War 
started. The top in World War II 
was 40%. The highly controversial 
excess profits tax has also been 
adopted. Individuals have had one 
boost in the tax rate and will very 
likely have another before the year 
is over. 

Some freeze orders were issued 


on prices and wages in the automo- 
bile industry in December. Since 
then the Economic Stabilization 
Agency has been gradually establish- 
ing general price and wage controls, 
Price and wage ceilings, however, 
are in the nature of palliatives, since 
they deal with the effects rather than 
the causes of inflation. 

Despite these control measures 
we cannot expect that the inflation- 
ary trend can be completely subdued, 
In fact, the most we can hope for 
at present is that price increases will 
be orderly. 


Credit significance 

The inflationary trend is highly 
significant to credit management. 
This year will be marked by in- 
evitable dislocations and adjustments 
as our entire economy is put ona 
semi-military basis. Under these 
conditions the necessity for keeping 
credits in a sound and current con- 
dition is clearly evident. 

While generally most businesses 
should do well in 1951, a sizable 
number will suffer from material 
shortages and restrictions of various 
types. It is important in credit ad- 
ministration to determine how in- 
dividual customers will be affected. 
Financial analysis is all the more 
necessary, and in some ways it will 
become more difficult. Profits may 
be misleading because of inventory 
fluctuations and replacement costs. 
Profit margins will also be thinner in 
those businesses where costs rise 
faster than revenues. Shortage of 
working capital will be a common 
complaint. 

As we have already discovered, 
the tax load will be ‘heavier on both 
businesses and individuals in the 
year ahead. These high taxes, direct 
and indirect, will affect our cus- 
tomers in many ways. Taxes will cut 
into anticipated profits, reduce cash, 
tend to weaken the working capital 
condition, and add more costs to 
the operating budget of a business. 
Some customers will fail to set up 
adequate tax reserves; others may 
be caught off guard by retroactive 
tax increases. Such taxes will un- 
doubtedly draw on the cash avail- 
able to pay other creditors. 

Bankruptcies in which tax lies 
play a large part will adversely af- 
fect the position of other creditors. 
for higher taxes will result in larger 
liens by the Government in these 
cases. A recent court ruling holds 
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that a properly filed lien for delin- 
quent taxes takes first priority in 
the event of liquidation. 

It should be recognized that an 
economy with inflationary trends 
does not necessarily mean that busi- 
ness will follow a steady upward 
trend. Unbalanced conditions will 
at times occur in a complex economy 
regardless of prevailing trends. 
Speculative excesses, for example, 
can go too far, and there could be 
deflationary setbacks even though 
the underlying forces were generally 
inflationary. Such reversals strike 
the marginal and submarginal busi- 
nesses that are temporarily riding 
the crest of inflation. Inept and un- 
seasoned executives who rise swiftly 
to the top as a result of such condi- 
tions are frequently unable to cope 
with temporary crises. In brief, in- 
flation is deceptive. It breeds care- 
lessness and inefficiency and gives a 
false sense of security to the busi- 
ness world. It is easy to miscalculate 
its effect in making business deci- 
sions. Some of our customers will 
have difficulties. There will be an 
increasing need for alertness to their 
problems and for continued analysis 
in connection with extension of 
credit to them. 


Conclusion 

While runaway inflation is a 
threat now, and may be for years, 
the danger can be minimized by in- 
creased production and greater ef- 
ficiency everywhere in the economy. 
The situation does not warrant pes- 
simism for the future. Inflation can 
and undoubtedly will be controlled, 
and through an awareness of its ef- 
fects we can do a sounder credit job 
and also be of assistance to our cus- 
tomers. 

Sound credit administration now, 
as always, is dependent upon obtain- 
ing the facts in connection with a 
specific customer and in making de- 
cisions based upon the analysis of 
those facts. Avoid the kind of think- 
ing that presupposes any customer or 
any group of customers is entitled 
to credit or not entitled to credit be- 
cause of general economic trends. 
Avoid any thinking that an economy 
which greatly expands the amount of 
money in circulation will collect your 
accounts for you. Collection will al- 
ways be dependent upon individual 
ability to pay, and understanding 
of terms, and then asking for the 
Money in line with those terms. 
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Damage to business property brings two kinds of financial 
loss always: Loss of destroyed property values and loss 
of revenue, because of suspended operations or costly 
emergency measures taken to maintain production and 
services. 

Fire and Extended Coverage Insurance protects property 
investments. But a fire (even a small one), falling aircraft, 
windstorm or explosion can stop production in any kind 
of a building. And sometimes this will cost more in terms 
of lost income than lost property. 


It has happened to all enterprises—banks, stores, hotels, 
newspapers, factories, schools, milk distributors, laundries, 
among others. 

Business Interruption and Extra Expense Insurance pro- 
tect against such revenue losses caused by fire or any of the 
other perils named in the policy. Every business concern 
without this kind of protection is open to severe loss which 
cannot be recovered from property insurance. 


Ask your Hartford agent or your insurance broker to 
analyze your requirements. Or write us to find out how 
your business income can be protected against such losses. 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD LIVE STOCK INSURANCE COMPANY 


HARTFORD 


FIRE INSURANCE COMPANY 


Hartford 15, Connecticut 


Please send information about Business Interruption and Extra Expense Insurance. 


Name 
Firm Name 
Address 


City State 
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Freedoms War on Waste 


HAT times these are in 

which we are living! The 

second world war only six 
years behind us and the rumblings 
of the third already audible! Big 
business — big government! Agri- 
cultural and industrial capacity more 
than twice what they were only 
twenty eventful years ago. 

Remarkable, we say—and so it is. 
sut we need it, for government has 
become—or rather, it has been made 
—eighteen times bigger, and we 
stand pitted against vastly greater 
numbers though fortunately less 
production capacity, in the threaten- 
ing struggle for world leadership. 

But as colossal, clumsy and inept 
as it is, this big government is our 
government — yours and _ mine; 
whatever happens to it—whether it 
succeeds or fails—you and I will 
be responsible. Though not as much 
so as millions of us would like, i 
still is a government of free people. 
It will remain so, however, only 
as long as you and I—its citizens 
—recognize and discharge the ob- 
ligations of freedom as readily and 
enthusiastically as we avail our- 
selves of the privileges of it. 

The challenge with which we are 
confronted today is not something 
new; it has been developing for 
years. From tts first appearance 
right down to the present moment, 
the all-important question has been, 
and is, will we be ready? 


Will we be ready? 


Congress saw the need and final- 
ly moved to do something about 
it. And so, three years ago, leaders 
of both political parties agreed that 
the government must be re-organ- 
ized to eliminate duplication and 
overlapping; cut red tape and re- 
duce waste. Unanimously Congress 
passed the Lodge-Brown Act creat- 
ing the Commission on Organization 
of the Executive Branch of the gov- 
ernment, The Hoover Commission, 
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By T. COLEMAN ANDREWS 


President, American Institute of Accountants 


_ Wr ' 

T. Coleman Andrews heads his 
own firm and is also a member of 
Bowles, Andrews & Town, actu- 
aries and pension fund consultants. 
A certified public accountant, he 
has served the AIA in almost every 
capacity. When he passed his CPA 
exam he was the youngest man 
ever to pass the test. He has had a 
distinguished career in both private 
and government accounting and in 
1947 received the Institute’s an- 
nual award for outstanding service 
to the profession through service 
to the public. 


consisting of six Democrats and 
six Republicans. 

300 of the nation’s foremost ex- 
perts worked two years. Move than 
20 task forces dug up 2 million 
words of facts and figures and made 
over 300 recommendations to speed 
up government action, use man- 
power and materials wisely and get 
ready for every task of peace or 
war. 


The findings 


The Commission found that we 
were wasting one dollar of every 
10 that we were spending. That 
was to be expected of a government 
which in 22 years of depression, 


war, emergency, and cold war had 
expanded from 570,000 to 2 million 
employees; from 100 to 1812 de. 
partments, agencies, boards, bureaus 
and commissions; from a budget of 
$4 billion in 1928 to $45 billion in 
1948 ($71 billion requested for 
1951). Yes, even before today’s 
crisis, the cost of the federal govern- 
ment had risen from $240 a year 
per average American family, to 
more than $1,200 per year. (Today 
it is over $500 for every man, 
woman and child and over $2,000 
per family.) One dollar in every 10 
was being wasted and could be 
saved without eliminating any essen- 
tial service. In fact every service 
actually could be improved. For ex- 
ample, the Commission found: 

29 different agencies engaged in 
making loans; 

28 engaged in handling welfare 
projects ; 

16 engaged in 
wild life; 

50 engaged in compiling’ statis- 
tics ; 

24 supervisors for 25 employees 
in one unit of the Veterans’ 
Administration ; 

Post office employees doing the 
same job, often in the same 
building, at different rates of 
pay ; 

Swarms of overlapping agricul: 
tural agents in every U. S. 
county ; 

Hidden subsidies ; 

Interest-free loans of nearly $1 
billion to farmers—surplus 
funds of agencies invested i 
government bonds ; 

The Central Arizona Project. 
Did you ever hear about it 
It’s hidden away in that $71} 
billion-dollar budget we at 
currently being asked 1 
swallow. 

The Citizens Committee for the 

Hoover Report was organized be 
cause popular support of the Com 


preservation of 
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mission’s Report was_ essential. 

There are 300 State and local com- 

mittees from coast to coast. This 

Citizens Committee has proved 

that ordinary and unselfish citizens 

can get things done in Washington 
when they really set their minds to 
it, for 

“thanks to the unselfish efforts 
of the membership of the Citizens 
Committee, about 50% of the 
Hoover Commission’s recommenda- 
tions have been approved. 20 public 
laws and 26 presidential re-organiza- 
tion plans were adopted by the 81st 
Congress. Savings of no less than 
$2 billion a year—probably much 
more—will result. 

“More important than that, the 
government today is operating more 
smoothly than it was a year ago. 
Among the chief products of the 
Commission’s work to date are: 

. Strengthened lines of author- 
ity and responsibility in 17 
major, and many smaller, 
agencies covering two-thirds 
of the Executive Branch; 

. True teamwork in the armed 
services under the Unifica- 
tion Act of 1949; 

3. Improved purchasing, storage, 
records management and build- 
ing procedures ; 

. A modernized budgeting and 
accounting system ; 

.Greatly strengthened internal 
organization of the State De- 
partment ; 

6. Rebuilding of the Labor De- 
partment to cabinet stature. 
Scores of lesser improvements also 

have been adopted.” 
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The savings 


Though the savings may seem 
small in relation to present budget 
figures, “every little bit helps,” and 
see what these savings will buy, 
even at today’s inflated prices: 

1,000 medium tanks; 

1,000 jet fighters ; 

25 carriers of the Midway 
class ; 

100 heavy bombers ; 

50 modern submarines ; 

100 anti-aircraft guns. 

In addition, the re-organization 
already carried out is revealing new 
extravagances : 

93 years’ supply of fluorescent 

light tubes; 

247 years’ supply of loose-leaf 

binders ; 
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Working Capital 


TIGHT®? 





Within the last year hundreds of manufac-— 
turers and wholesalers faced with a tight 
working capital position have found the 
COMMERCIAL CREDIT proposal a satisfactory, 
practical answer. Under our plan working 
capital increases of 20%, 30%, 40% or more 


are possible in 3 to 5 days. eR 


COMMERCIAL CREDIT buys no stock, de- 
bentures or other capital issues. There are 
no preliminary fees, commissions or extras. 
Our one reasonable charge, unlike dividends, 
is a tax deductible business expense. Our 
funds are available on a continuing basis 
but there are no fixed costs. You pay only 
when you need and use our money. 


If an increase in working capital of 
$10,000, $100,000, $1,000,000 or more will 
help you, write, wire or phone the nearest 
COMMERCIAL CREDIT CORPORATION office below. 
No matter where you are located, we can get 
started with you quickly, then function 
automatically. Simply say: 


"Send me complete information about the 
plan referred to in Credit & Financial 
Management." 
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COMMERCIAL FINANCING DIVISIONS: Baltimore 1 
New York 17 e Chicago 6 e Los Angeles 14 

San Francisco 6...and more than 300 other 
financing offices in principal cities of the 
United States and Canada. 





One major agency did away with 
209 inter-departmental com- 
mittees ; 

Another changed its review pro- 
cedure and saved 1,259,488 
man-hours of work per year. 

One authoritative reviewer of 

the situation says that “If the Mili- 
tary Unification Act of 1949 were 
its only achievement, the Hoover 
Commission would have been justi- 
fied a 100 times.” 


What do we do next? 


Well, that’s only a sketchy review, 
of course; but its as much as my 
allotment of time will permit. We’re 
on the 50-yd. line. What do we have 
to do in order to hold onto the ball 
and get it over the goal line? 

The answer to the first part of that 
question is that we must keep driv- 
ing, of course. But let’s deal with 
that later. Let’s talk about some of 
the more important plays that we’ve 
got to run from here on in. 

1. Modern personnel management 
This problem we must solve, because 

it is in manpower that we are in- 
ferior to the nation that presently 
threatens us. We are far superior 
in agriculture, industry and 
science, but in sheer number of 
people the communist countries 
outweigh us heavily. We cannot 
waste manpower, therefore. Cer- 
tainly the government, that is sup- 
posed to protect us, should not. 
There are presently more than 2 
million government employees— 
more than are on the payrolls of 
the nation’s 50 largest corpora- 
tions combined—and the number 
is growing daily. Most of these 
people want to do a good job, but 
they are hampered by red tape in 
recruiting skilled and specialized 
workers for key jobs, delay in 
both hiring capable workers and 
firing the incompetent, and “em- 
pire building” within agencies. 

One minor governmental subdi- 
vision recently was found to have 
17 “sections”, 27 “units”, 24 “sub- 
units”, 13 “groups” and one “in- 
quiry office.” Some of them contain- 
ed only one or two persons, but all 
had “chiefs”, “assistant chiefs”, and 
so on. No wonder 500,000 employees 
annually become frustrated and quit 
the government. 


2. Better service for veterans 
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The super-duper colossus of waste 
is the VA. It takes five times as 
long to pay a death claim to a 
veteran’s widow as a private 
company does and uses four times 
as many people to do it. This is 
the agency where 24 supervisors 
were found for 25 employees, 
which explained a 9-page law into 
994 pages of regulations and in- 
structions, which wasted big sums 
on “phoney” educational projects 
and overpaid $200 million to men 
who already had left school. 


3. Unified federal hospitals 

Five big, and some 30 smaller, fed- 
eral hospital systems are set up on 
a rigidly separate basis. They ob- 
tain funds and build hospitals 
with little knowledge of, and no 
regard for, the needs of each 
other. They compete among them- 
selves, and with private hospitals, 
for desperately scarce physicians 
and nurses. They fail to utilize 
manpower fully and efficiently ; in 
other words, they waste it. No 
one knows how many hospital 
beds the government maintains. 


4. A modernized post office 

The present system is running at a 
loss of $500 million a year. It is 
hampered by an archaic and over- 
centralized organizational struc- 
ture, a mass of cumbersome legal 
regulations and restrictions, out- 
moded equipment and methods, 
low morale due to political ap- 
point of postmasters, and hidden 
subsidies paid to airlines and other 
carriers — $120 million a year. 
One “airline” with total revenue 
of only $36,000 got $440,000 in 
subsidy payments. 

5. A check on “pork barrel” public 

works 

Army Engineers with 40,000 em- 
ployees and the Bureau of Re- 
clamation of the Department of 
the Interior between them have 
projects planned that would cost 
$52 billion. They are “brazen and 
pernicious lobbyists” — both of 
them. Read their record from 
“Will We Be Ready?”. 

6. An up-to-date department of 

agriculture 

The present one is ill-organized, 
riddled with duplication and over- 
lapping, wasteful, creaky and con- 
fused. It spent $32 in 1948 for 
every $1 spent in 1928. The Com- 
mission found it a “loose confed- 
eration of independent bureaus 


and agencies” with a score of huge 
units operating independently and 
often at cross purposes. In a single 
county in the State of Washington 
the Commission found 184 farm 
agents serving 6,700 farmers—one 
agent for every 36 farmers. 

7. Other Recommendations 

Grouping of Social Security, Educa- 
tion and Indian Affairs in a single 
cabinet department ; 

Uniform handling of administration 
of war-created federal jurisdictions 
overseas ; 

An attack on the complex relation- 
ship of federal and state govern- 
ments ; 

Re-organization of the Treasury and 
other major federal commissions, 
boards and bureaus. 

This program cannot be completed 

without popular support, for the op- 

position is strong. 


The Citizens’. Committee 


The surest way to get a job like this 
done is to join with others and 
put up a united and powerful 
front. 

Join the Citizens Committee and help 
form an effective “lobby against 
lobbies’ —a “pressure group 
against pressure groups”. Write 
to your senators and congressmen 
often. Tell them you want econr- 
omy and that you especially want 
the balance of the Hoover Report 
adopted. 

In conclusion let me quote from 

a statement by Robert L. Johnson, 

National Chairman of the Citizens 

Committee for the Hoover Report: 
“We cannot bear the burdens of 

the world on one shoulder and a 

burden of waste on the other ... We 

cannot stand before the world as a 

symbol of free self-government if 

we cannot manage our own affairs 

. . . Every dollar, every scrap of 

material, every bit of human effort 

we waste is a gift to the enemies of 
freedom.” 


Quotation from “Witt We Be Reapy?” con 
cerning competition between the Army En- 
gineer Corps and the Bureau of Reclamation. 
“On tiny Cherry Creek, near Denver, the 

Army Engineers tore down an_ existing 
dam, which local engineers considered ade 
quate, and erected another three miles long 
and 147 feet high. The Colorado-Big 
Thompson project was estimated to cost 
$44 millions by the Bureau of Reclamation 
—but it may eventually cost $200 millions. 
The $24 million Kendrick Dam in Wyon 
ing was built in 1935—12 long years be 
fore any water became available for * 
On the Snake River in Hell’s Canyon, 
Idaho, the Engineers and the Bureau sur 
veyed plans for a dam at sites less t 
two miles apart, spent $250,000 per sur 
vey—and came up with cost estimates %/° 
millions apart.” 
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New York State 


Court Rules on 


“Savings Banks 


EW YORK State Supreme 
Court Justice Thomas J. Tuff 
in Mineola decided May 29 
that Section 258, sub-division 1, of 
the New York State banking law, 
is unconstitutional and denied an in- 
junction sought by the Attorney 
General of New York to restrain the 
Franklin National Bank of Franklin 
Square, Long Island, from using the 
words, “saving”, “savings”, or their 
equivalent. This statute prohibits any 
financial institution, except savings 
banks or savings and loan associa- 
tions, from using these words in its 
banking or financial business. 

The action, brought in May of 
1950, alleged that the bank since 
1947 had used these terms in its 
dealings with the public and, as 
such, had violated that section of the 
New York State banking law. The 
bank, in its reply, admitted the use 
of the words, but contended that the 
state statute directly conflicted with 
the United States Constitution and 
the federal banking laws, and inter- 
fered with the operation of all na- 
tional banks as federal instrumental- 
ities and also discriminated against 
national banks in favor of state sav- 
ings banks and state and federal sav- 
ings and loan associations. 


LETTER TO 


THE EDITOR 





Kansas City 
I was quite interested in Mr. Harold 
H. Case’s letter to the editor in re- 
gard to the contest letters published 
in a recent issue of our credit mag- 
azine, 

Personally, I was inclined to fav- 
or the first of the two letters which 
tied for fourth place. This letter 
was short, to the point, courteous, 
and yet it protected a sound policy. 

I will take my hat off to the author 
of each of these five letters. They 
are all very good letters. 


Very truly yours, 


C. R. PAULTER 
Credit Manager 
William Volker & Company 



















THOUGHTS WHILE LUNCHING ALONE 


That fire over at the Blank They’ve always been a good 
Company will set them back credit risk, still... 
plenty... wonder when and if GB 

we’ll get the money they Oo 

owe us... it~ O 





Hey! We can get cash for past Good thing our Accounts 
due accounts through our Receivable are guaranteed by 
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A silly question, you say? Read, mark, 
learn and inwardly digest the following 
pages and you will see it is a serious 
question indeed for laymen fo answer: 


What is a bad check? 


check”), with intent to defraud ~ 


Te giving of a bad check (“hot 


and with knowledge of insuffi- 
cient funds or credit to meet it, 
comes under the criminal act known 
as false pretense. The writing of 
checks is so common a practice that 
it is not to be wondered at that so 
many of them fail to clear. The pro- 
lific use of checks in our society has 
been lampooned in one way or an- 
other. One familiar story is about 
the wife who was given a book of 
blank checks by her husband, for 
convenience, and supposed that as 
long as the check blanks held out 
there was no limit to the amount 
she could check out. 

“Bouncing” checks provide a 
problem today of much seriousness. 
It is being reported that the number 
of worthless checks passing through 
the banks is increasing and is higher 
now than ever before. Thus every 
state has attempted to deal with 
the situation by its own kind of 
criminal statute. 


No uniformity 


The most regrettable thing about 
the laws covering worthless checks 
is the same as in practically all 
other departments of the law—there 
is no uniformity amongst the states, 
neither as to the form of the statutes, 
nor as to the interpretation of them 
by the courts. 

To know whether, in any given 
case, the issuing of a worthless check 
constitutes a statutory crime re- 
quires a research of the bad check 
law in the particular state where 
the transaction occurred and also 
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by CARL B. EVERBERG 


Assistant Professor of Law, Boston University 


the decisions of the court interpret- 
ing the statute in question. A com- 
parison of the various statutes might 
be desirable here but no attempt 
will be made to take up the space 
to set them out. A typical statute 
from one of the states, will be set 
out later herein for examination 
where the reader desires to make 
one. 

While the statutes will not be 
copied in detail herein, a few gen- 
eral classifications will be made 
showing the respective attitudes of 
some of the states toward the prac- 
tice of issuing and passing bad 
checks. 


The essentials 


A recent case, People v. Welling- 
ton, 85 Cal. App. 2d 310, 193 P. 2d 
30, sets forth the essential elements 
of the offense of issuing a check 
without sufficient funds. In general, 
these elements are basic in practic- 
ally all the states. They are: (1) 
intent to defraud, (2) drawing, (3) 
a check, (4) on a bank, and (5) 
with knowledge on the part of the 
accused of the lack of funds on cred- 
it. 

Since it is by nature practically 
impossible to read a person’s mind 
to ascertain actual intent, which is 
the gist of the offense in giving a 
worthless check, the circumstances 
themselves surrounding the trans- 
action supply the intent by inference. 
And most of the statutes provide 
in themselves that the mere issuing 
of the check is prima facie evidence 
of intent to defraud, and knowledge 
of insufficient funds. 


The statutes in some states have 
provided a means of escaping pro- 
secution of the crime by giving a 
short period of time in which to 
pay the amount of the check, plus 
any costs. The Massachusetts sta- 
tute, G. L. c. 266, s. 37 is an Act 
which incorporates both the provi- 
sion that the issuing of a worthless 
check shall be prima facie evidence 
of intent to defraud and knowledge 
of insufficient funds, and the days 
of grace provision within which the 
drawer may make good the check. 


The Massachusetts statute as 

typical: 

Drawing and Uttering Fraudulent 

Checks, Drafts and Orders. 

Whoever, with intent to de- 

fraud, makes, draws, utters or 
delivers any check, draft or order 
for the payment of money upon 
any bank or other depository, with 
knowledge that the maker or 
drawer has not sufficient funds 
or credit at such bank or other 
depository for the payment of 
such instrument, although no ex- 
press representation is made im 
reference thereto, shall be guilty 
of attempted larceny, and if mon- 
ey or property is obtained there- 
by shall be guilty of larceny. As 
against the maker or drawer there- 
of, the making, drawing, uttering 
or delivery of such a check, draft 
or order, payment of which ts 
refused by the drawee, shall be 
prima facie evidence of intent to 
defraud and of knowledge of 1- 
sufficient funds in, or credit with, 
such bank or other depository, un- 
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less the maker or drawer shall 
have paid the holder thereof the 
amount due thereon, together 
with ali costs and protest fees, 
within two days after receiving 
notice that such check, draft or 
order has not been paid by the 
drawee. 


Where-one draws an insufficient 
check in representative capacity 


It has been held that one who 
obtains property on a_ worthless 
check is criminally liable regardless 
of whether he draws the check on 
his personal account or in some 
representative capacity. State v. 
Cooley, 141 Tenn. 33, 206 S. W. 
182. In State v. Dowless, 217 N. C. 
589, 9 S. E. 2d 18, it was stated a 
corporate officer may be held crim- 
inally liable for uttering and de- 
livering a check of the corporation 
with knowledge of its worthless- 
ness. In State v. Doudna, 226 Iowa 
351, 284 N. W. 113, it was held 
to be no defense that the accused 
signed his name as manager of the 
business operated by him under a 
trade name. There is authority, how- 
ever, for the view that an officer 
who signed a corporation’s worth- 
less check in a representative ca- 
pacity could not be prosecuted. Peo- 
ble v. Fleishman, 232 N. Y. S. 187. 


Can an indorser be guilty? 


It is held that even an indorser 
of a check can be guilty. For ex- 
ample, one who by indorsement, 
with intent to defraud, uses a check 
or draft, knowing at the time that 
the maker or drawer has not suffi- 
tient funds on deposit to pay it 
when presented, may be guilty of the 
offense. Siegel v. Commonwealth, 
176 Ky. 772, 177 Ky. 232. 197 S. W. 
467, 197 S. W. 809. But, in another 
case, Dawson v. State, 79 Tex. Cr. 
371, 185 S. W. 875, it was stated 
that in order for the indorser to be 
criminally liable it must be shown 
that he was criminally connected 
with the proposition to defraud. 


lt is largely a factual problem to 
determine whether one has com- 
mitted the crime of issuing or 
uttering a fraudulent check. 


The facts always differentiate 


tases, There are, of course, no two 
tases ever alike in law (or in na- 
ture). It is this factor which makes 
the law seem at times to be hard 
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to pin down. Laymen often wonder 
why the result was so-and-so in 
one case and thus-and-so in another. 
But laymen, in so reasoning, over- 
look the variance in facts. Hence, 
one must avoid stereotype thinking, 
and this is an especially appropriate 
caution for the holder of a bad check 
who is contemplating having the 
issuer prosecuted. Besides the vari- 
ance in facts one must always take 
into account the variance in the 
personalities of courts. 

Some courts, for example, do not 
lean so much on the prima facie 
establishment of intent to defraud 
(according to the statutes referred 
to) as they do upon the facts they 
can find to extenuate the issuing 
of a bad check. Some courts like to 
explore the question as to whether 
the drawer had reason to believe 
that the check might be honored on 
presentation. If he convinces the 
court that he so believed, then the 
intent to defraud would be lacking, 
of course. The two following cases 
are in point: State v. Foxton, 166 
Iowa 181, 147 N. W. 347, and 
Mortenson v. State, 214 Ark. 528, 
217 S. W. 2d 325. 

A sight draft, drawn by accused 
on himself, even where he gave it 
in payment of merchandise pur- 
chased by him, did not constitute a 
false pretense, according to People 
v. Green, 22 Cal. App. 45, 133 P. 
334, it amounting only to a repre- 
sentation, said the court, of future 


ability to pay, this being no erime. 

The courts do not consider a check 
drawn on an institution, not a de- 
positary of money, as coming under 


the statute. State v. Williams, 141 


Kan. 732, 42 P. 2d 561. This case 
concerned 1 check which had been 
drawn on a packing company. 


Things which may exonerate 


Where a drawer reasonably ex- 
pected that a check would be paid, 
when presented, because he intend- 
ed to deposit sufficient funds before 
presentment, it was held sufficient 
to exonerate him. People v. Decker, 
137 Cal. App. 349, 30 P. 2d 562, 
State v. Schock, 58 N. D. 340, 226 
N. W. 525, 72 A.L.R. 888. 

However, in People v. King, 63 
Cal. App. 674, 219 P. 753, there 
appears to be a dictum to the con- 
trary.’ 

If the drawer makes an actual 
deposit of sufficient funds to meet 
the check before it is presented it 
has been held enough to absolve him 
from guilt. 

Where a check could not be pre- 
sented for several days because of 
intervening holidays, and drawer is- 
sued a check knowing there were 
insufficient funds to meet it, but he 
offered to repay the amount of the 
check the day after it was issued, 
it was held not to be a violation of 
the bad check law. Arrington v. 
State, 107 Tex. Cr. 422, 296 S. W. 
568. 


What Every Canker Should Kuow 


Coinsurance will save money. | 


As an Insurance 


Buyer you should know exactly what the money- 


saving coinsurance clause is and how it works. 


We'll be glad to send you a complete descrip- 


tion upon request. 


No obligation, of course. 


PHOENIX -COMMECTICUI 


GROUP OF 


INSURANCE 


COMPANIES 


Time Tried and Fire Tested 


The Phoenix Insurance Co. 
Hartford, Connecticut 
The Connecticut Fire Insurance Co. 
Hartford, Connecticut 
Equitable Fire & Marine Insurance Co. 
Providence, Rhode Islan 


Minneapolis Fire & Marine Insurance Co. 
inneapolis, Mianesota 





The Central States Fire Insurance Co. 
ichita, Kansas 
Atlantic Fire Insurance Co. 
Raleigh, North Carolina 
Great Eastern Fire Insurance Co. 
White Plains, New Yor 
Reliance Insurance Co. of Canada 
Montreal, P. Q., Canada 





There are instances where the 
payee or holder of a check will take 
it with the understanding that at 
the time the check is issued it is not 
then collectible. Where such cir- 
cumstances exist and the drawer 
gives a promise that he will make 
a deposit sufficient to meet the check, 
the courts hold frequently that an 
offense has not been committed. It 
is because the intent to defraud is 
lacking. See 35 C. J. S. p. 660, foot- 
note 63. In Kansas, however, the 
intent is held in several cases not 
to be an element of the offense; 
therefore, in Kansas the knowledge 
of the payee or holder that the check 
is not then collectible is immaterial. 
State v, Avery, 111 Kan. 588, 207 
P. 838, State v. Bechtelheimer, 151 
Kan. 582, 100 P. 2d. 657. 

Where the issuer of a check can 
show that there were sufficient funds 
on deposit at the time of issuance, 
the offense is not generally deemed 
committed notwithstanding that sub- 
sequently changes rendered the 
funds insufficient. Wolfe v. State, 
76 Fla. 168, 79 So. 449. 

Furthermore, if the drawer had 
credit with the bank upon which 
the check was drawn by arrange- 
ment, or it was understood by the 
bank that the check would be paid 


in spite of an insufficiency of funds, 
the offense is not made out, accord- 
ing to State v. Vandenburg, 9 W. 
W. Harr (Del.) 198 A. 701. 


Days of grace 


In those states where the statute 
gives the drawer a prescribed time 
after notice in which to make good 
a check, payment within such time 
exonerates the such drawer of a 
worthless check. 

But there is some difference 
amongst the states as to whether 
written notice should be given or 
whether a verbal notice is sufficient. 

The drawer and holder of a check 
can reach an accord and satisfaction 
within the period of grace which 
may have the effect of payment and 
thus relieve the drawer of the check 
of the offense. State v. Cunningham, 


90 W.Va. 806, 111 S. E. 835. 

Where the drawer deposits suffi- 
cient funds before presentment so 
that when the check arrives for 
payment it will clear, no occasion 
arises for claiming the check to be 
worthless, even though at the 
moment of issuing the check it was 
drawn without sufficient funds. 
However, suppose that a drawer, 
not having sufficient funds on depos- 
it at the time of issuance of the 
check, does deposit sufficient funds, 
and the bank diverts the funds with- 
out authority for some reason, is 
the drawer guilty? According to 
State v. Price, 83 W. Va. 71, 97 
S. E. 582, he is not. 

The question sometimes arises as 
to whether a partial payment on a 
worthless check exonerates the ac- 
cused. According to Ex parte My- 
ers, 119 Kan. 270, 237 P. 1026, this 
is only a partial condonation of the 
civil wrong and is of no significance 
so far as the offense against the 
state is concerned. Therefore the 
drawer is not immune to criminal 
prosecution. 


Other circumstances 


These illustrations have been 
given so as to demonstrate that 
every worthless check does not give 
rise to a criminal offense. In spite 
of all the seeming elements, in a 
given set of facts, of the crime of 
issuing a fraudulent check, there 
can be other circumstances not 
known at the time which render the 
issuer of a worthless check innocent. 

Perhaps no one can ever be sure 
whether an issuer of a check is 
guilty of the violation of the statute 
or not, until all the facts and cir- 
cumstances of a case have been 
weighed in a trial by a judge or jury. 
And this is so even though the check 
may have been used to obtain mon- 
ey or property. Many of the states 
consider no crime to have been com- 
mitted where a worthless check is 
given in payment of a past due debt, 
regardless of the bad faith of the 
issuer and regardless of his knowl- 
edge of insufficient funds to meet it. 


(This ts the first of a series of three articles by Mr. Everberg on bad checks. 
At the conclusion of this series he will resume his “Legal Notes and News” 


and his “As a creditor you can. . 


.” departments. In the former Mr. Ever- 


berg explains the credit significance of recent court decisions. In the latter 
he gives the credit executive tips on what he can or cannot do according to 


court rulings.) 
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Efficiency TIPS 


The following literature will be of special 
interest to executives. Unless otherwise 
stated, it will be furnished on request to 
either company, or Editor of CREDIT and 
FINANCIAL MANAGEMENT. 


114. American Automatic Type- 
writer Company offers a booklet 
“How to Solve your Correspon- 
dence Problems” through the use 
of their equipment—enabling the 
operation of 3 typewriters at the 
same time. 


115. Merrill Lynch, Pierce, Fen- 
ner & Beane, offers a_ brochure 
“How To Read A Financial Re- 
port” a simplified report on all 
phases, clear explanation of each 
step. Indexed for ready reference 
and covers 26 pages in easily han- 
dled format. Available without 
charge. 


116. Hammermill Paper Company 
offers “Manual of Paper Informa- 
tion” how to order paper that cuts 
economically in quantities that are 
handled and shipped economically. 
Included are data on grades, colors, 
finishes, and weights of paper stock 
now available. 


117. A. C. Nielsen Co. offer a bro- 
chure “How to Appraise Marketing 
Research Services”. Six major com- 
ponents to consider in order to ac- 
curately appraise the usefulness of 
marketing research services are in- 
cluded, as well as information on 
services and research projects. 


118. Champion Paper and Fibre 
Company offers a handbook demon- 
strating how good letterhead design 
can be a useful selling tool. Particu- 
larly helpful are steps to take per- 
sonality of letterhead to related 
forms for more effective identifica- 
tion in envelopes, invoices, checks, 
mailing stickers, tags, etc. 


119. Meyercord Company has a 
booklet ““How to Sell with Decals.” 
Included is information on applica- 
tion, types of designs, sizes, prices. 
Planned to tell manufacturers and 
processors everything there is to 
know about the art of selling through 
decals. 


120, Pitney-Bowes, Inc. will send 
you free a 20-page illustrated book- 
let “How to Help Your Post Office 
Help You”. Postal facts and mailing 
tips. 
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Present Tax Code Could Jeopardize 
A Businessman’s Credit Standing 


by WILLIAM H. STONAKER 


President, Mill Factors Corporation, New York 


During World War II, as a result 
of its probable effect on our economy, 
income tax legislation was passed 
extending to all business entities the 
benefits of carry-back and carry-over 
provisions covering two years before 
the year of loss and two years after, 
thus effecting averages of gains and 
losses on an equitable basis over a 
five year period. 

In 1950 the timing of these pro- 
visions of the Internal Revenue Code 
was revised. The right of carry- 
back and carry-over now was 
granted for one year previous to the 
loss year and five years after such 
loss year. This re-arrangement was 
effected at that time because of the 
reduced taxes then existing, and as 
being fair and equitable under the 
economic conditions then prevailing. 

However, the time has again ar- 
rived when we must face the neces- 
sity of very substantial increases in 
our income tax assessments, and also 
assessments under the revived ex- 
cess profits tax. 

As usual the American merchant 
will accept the situation with which 
he is confronted with good grace and 
with full realization of the necessity 
for such action. He will assume such 
burdens as are incumbent upon him 

and to that end will endeavor to ad- 
just his affairs accordingly. 


Danger for business 


It becomes quite apparent, how- 
ever, that consideration should again 
be given to a revision of the carry- 
back and carry-over feature of the 
Internal Revenue Code as a result 
of the many complexities again aris- 
ing. It becomes quite evident that 
possible substantial losses, due to the 
altered circumstances under which a 
business must be conducted and to 
which it will be subjected, warrant, 
indeed necessitate, a broader and 
more practical application of this 


feature of our income tax law than 
has previously been deemed neces- 
sary. 

The steady inflationary trend with 
which our economy is confronted, 
and is to some extent encouraged, 
will continue in order that profits 
might produce profits taxes in suf- 
ficient amounts to finance the rear- 
mament program. Many businesses 
without sufficient capital to set up a 
cushion against a future and more 
or less positive sudden deflation 
may, as a result of the assessment of 
earlier burdensome taxes, find their 
working capital substantially wiped 
out or depleted to such an extent 
as to preclude their continuance in 
business. The resultant loss of credit 
at their banks and from their sup- 
pliers, unless some substantial por- 
tion of taxes previously assessed be 
recouped, might well cause the liqui- 
dation of the business thus affected. 

A merchant in such a predicament 
could not regain his credit standing 
with his banks and suppliers by stat- 
ing that he may in the future file his 
claim under the now existing pro- 
visions of the carry-back and carry- 
over clause, on profits to be made 
in the future, for the very evident 
reason that without capital and 
without credit he would not be in 
position to continue his business and 
hence would become just another 
war casualty. 


Change the Code 


Therefore, that such a victim of 
circumstances beyond his control 
might justly retrieve a substantial 
portion of taxes paid on profits never 
actually realized, the Internal Rev- 
enue Code should be revised so that 
the carry-back privilege be extended, 
even though such action might 


necessitate curtailment of the carry- 
over provision. Such action would 
not only deal fairly with the tax- 
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payer, but should also manifest its 
benefits in the filing of more accurate 
tax returns. 

The justice of this recommenda- 
tion most surely is recognized by 
our entire credit fraternity. Indi- 
vidual action, however, in writing 
your Senator and your Congresman 
letting them know your personal 
views, should go a long way toward 
bringing about this much needed 
correction in our Internal Revenue 


Code. 


Paying Bills Is 
Big Problem For 
Soft Goods Dealer 


IKE most of his customers these 
| days, the soft goods retailer is 
having a tough time paying his 
bills. Today, the haberdasher needs 
almost twice as much time in which 
to pay his bills as he did a year ago. 
These facts are brought out in a 
survey of the financial statements of 
1000 soft goods retailers throughout 
the country which has been com- 
pleted by the Men’s Furnishings 
Manufacturers Credit Group of the 
New York Credit & Financial Man- 
agement Association. The survey 
covers conditions as of December 
31, 1950. It shows that after paying 
all expenses, the retailer has enough 
money left from sales to meet his 
accounts payable in full within 62 
days, as compared with 38 days the 
previous year. The same haberdash- 
er now needs 102 days in which to 
pay all his current liabilities, as 
against 69 days the previous year. 
For the first time in five years, 
net profits showed an increase. In 
1950, net profits averaged 7.7%, 
up slightly from 1949’s 7.3%, but 
still below net profits in 1946 to 
1948 inclusive. 

At the present time, many of these 
retailers are carrying inventories be- 
yond their normal needs, thus bring- 
ing about an unbalanced condition. 
The survey, prepared by Irving 
Goodzeit, Eastern Credit Manager 
of Coopers, Inc. and chairman of the 
Group’s Standards Committee, 
showed that the ratio of merchan- 
dise to working capital increased 
12.8%, moving up from 93% in 
1949 to almost 106% last year. 
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Figures don’t lie, but... . 


LIARS CAN FIGURE 


ures don’t lie, but liars will fig- 

ure,” has intrigued me for a 
long time. I first became conscious 
of the situation early in my career 
as a teacher when I read of the Eng- 
lish promoter, who, in connection 
with the sale of securities, said that 
his company had, over the last ten 
years, made an average profit of 
£50,000. That was mathematically 
correct, but the truth of the situation 
was that the first of the ten years 
had shown a tremendous profit— 
the last nine had shown losses. He 
went to jail. 

At a somewhat later date—near 
the beginning of the second World 
War—I remember picking up the 
New York Times and reading that 
a plumbing supply company re- 
ported a profit of $2 million. The 
article went on to state that this was 
based on a new method of account- 
ing—that had the old method of ac- 
counting been followed, the com- 
pany would have reported a net loss 
of a million. What was this change 
in accounting method? Losses of 
foreign subsidiaries had been 
omitted from the year’s results. That 
really impressed me. By forgetting 
that you own certain interests and 
reporting on only part of your prop- 
erties, you report a profit instead 
of a loss! 

Another incident which illustrates 
the conditions which did exist is 
found in an old company prospectus. 
This company belatedly disclosed 
that its depreciation charges had 
been made in part against profits 
and in part against surplus as fol- 
lows: 


Te subject of this article, “Fig- 
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by NELSON J. GULSKI, CPA 


Dean, School of Business Administration 
Bryant College, Providence, R. |. 


Income Surplus 


1924 600,000 
1925 
1926 
1927 1,000,000 
1928 600,000 


2,600,000 
275,000 


And investors were buying and 
selling shares of that company on 
the basis of reported figures! 


Practices in the ‘30's 


There were many, many more in- 
stances in which the reporting of 
profits might have been questioned 
or criticized; but before leaving an- 
cient history, let me consider a very 
prevalent practice of the 1930's. 
Many a company found itself with 
properties purchased at fancy prices 
during the boom days of the 20’s. 
Depreciation on these properties 
plus reduced volumes and narrow 
profit margins had produced a sub- 
stantial deficit. 


To.-correct all of this, only a few 

Y 
Speech Delivered Before Rhode Island Asso- 
ciation of Credit Men, February 14, 1951. 


book entries were needed. First, re- 
duce the par of the stock and 
“presto-chango” the deficit was 
wiped out and a generous surplus 
created. Second, write down the 
overvalued assets to an ultracon- 
servative figure. Depreciation on 
much-reduced value now permitted 
the showing of profits instead of 
losses. Only two book entries—and 
losses are turned into profits. 

Who did that sort of thing? Well, 
one company reduced its plant ac- 
count from 19 million to $1.00. An- 
other reduced its plant account from 
2.7 million to the popular $1.00 fig- 
ure. In both of these cases deprecia- 
tion charges were virtually elimi- 
nated, with consequent increases in 
reported profits. 


Where were the accountants? 


You are now, perhaps, just about 
ready to ask, “Where were your ac- 
countants through all of this?” As 
an observer for the most part, I must 
report as follows: 

1. Accountancy was—and still is— 
a very young profession. Stand- 
ards of accounting were only 
vaguely recognized ; and the aver- 
age practitioner, I am _ afraid, 
could not see beyond the best in- 
terests of his client—his paymas- 
ter. 

. The status of the accountant was, 
and to some extent still is, un- 
certain. On the one hand he was 
sort of a financial counselor to 
his client; and at the same time 
he had to play the part of a police- 
man protecting the interests of 
bankers, creditors, and stock- 
holders.by seeing that the report- 
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ing was impartial. This was not, 
and is not now, an enviable posi- 
tion. 

3. In demanding ‘that certain stand- 
ards of reporting be met, the ac- 
countant had no one to back him 
up. His profession was too close- 
ly organized, and there was no 


S. E. C, 


Still room for improvement 


As a result of efforts on the part 
of the New York Stock Exchange, 
the Securities and Exchange Com- 
mission, the American Institute of 
Accountants, the American Ac- 
counting Society, and others, many 
of the more glaring abuses have been 
cleared up or brought out into the 
open for all to see. But all is not the 
way we should like to have it by any 
means. 

The Controllership Foundation, 
Inc., recently completed a survey 
which disclosed that 49 per cent of 
the people interrogated did not be- 
lieve the profits as reported by big 
companies to be correct. What is 
back of this disbelief? Is it that they 
feel that accountants and business- 
men are outright prevaricators? I 
do not think that that is their atti- 
tude entirely, but they do not under- 
stand the technical jargon we use. 
They do not comprehend the numer- 
ous schedules and footnotes—and 
neither do I! I am of the opinion 
that the ordinary man looks at the 
reported amounts and says, “That 
may be right, but I’ll bet there is 
some other way of doing it that will 
give an altogether different result.” 
And the sad part of it is that that 
is the truth of the matter. There are 
many acceptable ways of figuring 
the profit. 


What is income? 


This situation is not at all sur- 
prising when we realize that profit 
statements may be used for a vari- 
ety of purposes. For income tax, 
labor unions, and our customers, 
management likes to report a profit 
that is small. For stockholders, 
bankers, and others, management 
wants the profit to be large. In fact, 
there is no general agreement on 
what is meant by “income”; and 
since this is a free country, many 
Managements insist on their own 
\deas on the subject rather than 
conform to what might become a 
generally accepted practice. 


STOP IT! 


If a business started out with 
$60,000 in cash and after ten years 
wound up with $100,000 in cash, we 
could be sure that the profit for the 
ten-year period was $40,000. Or 
was it? Leaving out of consideration 
changes in the purchasing power of 
the dollar—which problem account- 
ants have tried to avoid—we say the 
profit for the period was $40,000; 
but the profit for each year of the ten 
might have been far different, de- 
pending on which of several ac- 
counting methods were used. 


Alternate methods 


I should like to consider with you 
some of the areas of accounting 
practice where alternate methods 
may be employed to produce differ- 
ent results. Please bear in mind that 
I am not now referring to question- 
able accounting practices. | am now 
dealing with legitimate variations in 
method, which may be reflected in 
any financial statement that comes 
to vour desk. 

In the matter of taking up income 
in the accounts we find: 
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a. The cash basis, which says the in- 
come is earned upon collection. 
Under this arbitrary plan results 
may be produced where desired 
by speeding up or slowing down 
the collection process. 

b. The accrual basis in. which in- 
come is deemed to be made when 
the sale is made; that is, in gen- 
eral, when title to the goods 
changes hands. 

c. The installment basis of account- 
ing, in which income is taken up 
as collections are made. Thus the 
profit from one sale may be taken 
up over several periods as the 
sales price is collected. 

d. The contract basis, in which con- 
tractors have a choice: income 
may be taken up as the work is 
done, or all profit may be taken 
into the accounts when the job 
is completed. 


Charging costs 


In determining the order in which 
costs are charged against income, 
the accountant may choose from sev- 
eral possibilities. 
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THE FACTS 


Our hypothetical company carried out the following transactions during 
the period: 


1. Purchased 500 units of material 


200 units at $10 each 
300 units at $15 each 


2. Used 400 units of above material in production 


Choice A—Charge Production with (00 at $15 
100 at $10 


Choice B—Charge Production with {200 at $10 $2,000 
200 at $15 3,000 $5,000 
3. Paid labor costs for manufacturing the above material $4,000. If work- 
men had been reasonably efficient and reworking had been unnecessary, 
labor cost would have been $3,000. 
Choice A—Include entire $4,000 in cost. 


Chowce B—Include only $3,000 in costs and treat $1,000 as a loss 
due to inefficiency. 


4. Actual overhead incurred during the period totaled $5,000. At normal 
operating volumes and reasonable efficiency, overhead should be 120 per cent 
of standard labor cost. 

Choice A—Include entire $5,000 in cost. 
Choice B—Include only normal amount of $3,600 in costs and allow 


$1,400 to show up as expense due to idle facilities and 
careless spending. 


$4,500 
1,000 


5. Production for the period was 1,000 units of finished product of which 
600 were sold at an average price of $20. 


6. In addition to paying selling and administration expenses of $1,800, 
the company used a truck in delivery of its product. The truck had cost $2,000 
and had an estimated useful life of 4 years or 100,000 miles. Because of slow 
business the truck was driven only 12,000 miles during the period. 

Choice A—Take mileage as a basis. 12,000 miles at 2¢ = $240 
Choice B—Take straight-line depreciation $2,000 + 4 = $500 

7. The company owns a 60 per cent stock interest in an affiliated com- 
pany which produces our raw material. During the year the affiliate lost 
$3,000 but paid a dividend of $1,000 out of prior years’ profits. 

Choice A—Take up the dividend received of $600 as income. 
Choice B—Consider the $600 dividend as a reduction in the value 
of our investment and take up our share of the affiliate’s 


loss, $1,800. (Through consolidating statements or 
otherwise.) 


8. During the year the company disposed of some surplus equipment and 
sustained a loss thereon of $800. 


Choice A—The loss is due to inadequate depreciation charges in 
past years and therefore is an adjustment of the profits 
of past years. Carry it to surplus and do not adjust 
this year’s profit. 

Choice B—The loss on the transaction occurred this year and must 
be shown in the profit statement. 


a. First in, first out, in which the 
cost of the earliest purchases are 
charged against current income. 
This reflects current price levels 
in inventory values and includes 
inventory gains and losses in the 
reported profit. 

. Last in, first out, in which cur- 
rent purchases are matched 
against current sales thus elimi- 
nating inventory gains from re- 


ported profits, but producing an 
inventory value reflecting price 
levels in effect at the time the 
method was adopted. Originally, 
this method was designed for use 
in certain fields where large in- 
ventories of base materials, sub- 
ject to violent price fluctuations 
had to be carried. But today, be- 
cause it results in lower income 
tax payments, it has been adopted 


in just about every line. Regard- 
less of what you may think about 
Lifo as an inventory method, it 
does make one stop when he 
reads a footnote to a financial 
statement: “Profit this year was 
based on the Lifo method of in- 
ventory. Had Fifo been used the 
profit would have been $100,000 
or more,” or “The balance sheet 
figure for inventory is stated on 
the Lifo basis—it is actually 


worth $1,000,000 more.” 


“Cost” and “loss” 


Apportionment of the expenditure 
stream between “cost” and “loss,” 
or, as the recent accounting litera- 
ture phrases it, between “product 
cost” and “period cost,” presents a 
problem. No matter what the termi- 
nology may be, the first class of ex- 
penditures are capitalized and 
shown as assets until such time as 
the assets are sold or consumed in 
the business operation. The second 
class are charged against the opera- 
tions of the current period. At least 
two aspects of this problem present 
themselves. 

a. In the division of expenditures in 
connection with the acquisition 
and maintenance of fixed prop- 
erty, considerable freedom of 
choice exists on many items, If 
the tendency is to charge every- 
thing possible to expense, the 
profits will be low—so will the 
fixed assets. If the opposite choice 
is taken, profits will be greater— 
so will the fixed assets. 

. In cost accounting where repeti- 
tive production is the rule, we 
sometimes figure actual costs in- 
cluding all expenditures; but the 
modern tendency is to separate 
the reasonable cost for goods and 
services actually used and charge 
them as product cost. The un- 
reasonable expenditures for goods 
and services are segregated and 
charged to current operations as 
variations from standard costs. 
Inventory values and profits will 
necessarily vary with the choice 
of methods. 


Other alternatives 


The apportionment of capitalized 
expenditures over several periods 
through depletion and depreciation 
offers further choices of method. 

a. Some companies report profits 
without providing for depletion; 
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some take it on cost; some use 

percentage depletion. 

b. Depreciation and obsolescence 
may be handled in a variety of 
ways, producing a variety of re- 
sults. 

Profits and loss of affiliated com- 
panies. 

a. If we consolidate the affairs of 
these affiliated companies, we 
take up our share of the year’s 
profits and losses. 

b. If we treat them as investment, 
we report only dividends re- 
ceived as income and disregard 
the losses. 

Accounting for unusual transac- 
tions—such as the sale of a plant, a 
fire loss, or the settlement of a law 
suit—creates the problem of decid- 
ing whether to include the profit or 
loss on the deal in the reported 
profits or to show it as a surplus 
adjustment. The accounting profes- 
sion has brought strong pressure to 
show these items as part of the re- 
ported profit. 

Provision for possible future 
losses—such as post-war reconver- 
sions, future declines in market 
values, contingencies these are 
matters of judgment and have been 
used to modify profit very appre- 
ciably in the past. 


An illustration 


Each management has gone its 
own sweet way to the confusion of 
the investor. To help visualize some 
of the various theories expounded 
above, let us look at our simple 
illustration. 

The important conclusion to be 
drawn from our hypothetical com- 
pany is not that one treatment can 
report a profit and another a loss. 
Rather, the hope has been to point 
out the variety of treatments that 
are possible and emphasize the need 
for looking not only to the “net 
profit” but also to the “choice of ac- 
counting methods” which were used 
in the assembly of the data. Only 
then will you have a clear picture of 
the financial affairs of the company. 


Program for improvement 


If what has been said is valid— 
and I do not offer it as the stated 
opinion of the accounting profession 
—it seems that a reasonable pro- 
gram for improvement in financial 


teporting might include the follow- 
ing : 
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THE FIGURES 


Two choices of methods have been indicated for most of the transactions. 
If the “A” choices were taken consistently, the result would be as follows: 




















Cost of Production Picture A 
sc tiach oes eenwneekenwe $ 5,500 
hs asa ha ink Ka RS 4,000 
IE 5.55 cic awhdu dade eeereas 5,000 
Total Cost—1,000 units................25- $14,500 
ES Gob hin dnwKkncka ee ennan 14.50 
Statement of Income and Expense 
i eile ae tiaiinn un dare eeea hh eieys . $12,000 
CE OE POMOUIOD, onc ccccewccccceesss $14,500 
Less Inventory (400 at $14.50)........... 5,800 
Ne, oy cu eadueseearekasens 8,700 
ca is tii o's Shlain dele wine AE $ 3,300 
Deduct Expenses and Losses 
Sellien an Adm. Exp... ....5....0scceess $ 1,800 
6A Depreciation on Truck............... 240 2,040 
$ 1,260 
7A Dividends on Investment in Affiliate.............. 600 
oh ct ot ass SUE SRS INEA ade ew eae $ 1,860 


If the “B” choices had been consistently used, the financial picture would 


have been different. 























Cost of Production Picture B 
o£ bu vn i hnueeeadeeeerewna $ 5,000 
NE i indi ad's Goce a na ae hw wahien 3,000 
MINI 66.65 64k din we age we sb ceenes 3,600 
Teotel Cast—-1,000 unite: ... oo oc ccccseesie'es $11,600 
Ns 66a tnnnknadonedn sanwandnes 11.60 
Statement of Income and Expense - 
enti kabhi ated ese heTekedbwae hates $12,000 
Ns cn wecncecdewens $11,600 
Less Inventory (400 at $11.60)........... 4,640 
IN Si dd 606.6 0 hice da when duis ot coen never 6,960 
Gross Profit based on Normal Costs............-2.+6: $ 5,040 
Deduct: 
Labor Efficiency Variation..............: 1,000 
Overhead Spending and Volume Variation. 1,400 2,400 
Gross Profit based on Actual Costs. .............00085 $ 2,640 
Deduct Expenses and Losses 
Selling and Adm. Expense............... $ 1,800 
6B Depreciation of Truck............... 500 
7B Loss on Oper. of Affiliate............. 1,800 
8B Loss on Sale of Equipment........... 800 4,900 
I ha i ia a Ae ta il all i ae ok eek what late $ 2,260 


1. The establishment of an authori- 
tative comprehensive code of ac- 
counting principles to narrow the 
range of present practices. 

2. The adoption of minimum stand- 
ards of disclosure in financial 
statements. 

3. The adoption of uniform practice 
within specific industries for in- 
ventory valuation, depreciation, 
and the like. 

4. The development of more nearly 
standardized statements that use 
the language of the reader rather 
than the language of the tech- 
nician. 


Accountants and businessmen 
would undoubtedly feel some re- 
luctance about. accepting this type 
of standardization even for the sake 
of the common good. However, it 
seems to me that the adoption of 
these four measures would mark a 
definite step forward in the road to- 
ward more effective financial re- 


porting. 


NEXT MONTH 
An old hand at the credit game 


points out why it is necessary for 
credit executives to get out and 
call on the trade. 
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Accent Should Be On Prudence, 
Rukeyser Says in Boston Speech 


Boston, May 16.—With the initi- 
ative for calling international shots 
still in Moscow, the United States 
faces the difficult challenge of re- 
arming without seriously impairing 
its principal source of strength; 
namely, the unrivalled productivity 
of its national economy. 

This view was expressed by Mer- 
ryle Stanley Rukeyser of New York, 
economic commentator for Interna- 
tional News Service and editorial 
writer for the Hearst newspapers, in 
an address at the Hotel Statler at 
the 55th annual Credit Congress of 
the National Association of Credit 
Men. Mr. Rukeyser is author of 
“Financial Security in a Changing 
World” and other books. 

“The paradox of an arsenal state”, 
Mr. Rukeyser declared, “is that it 
brings about inevitable distortions 
and maladjustments in an otherwise 
smoothly running and balanced econ- 
omy. While some disturbances and 
artificial shortages are unavoidable, 
the goal should be to utilize as far as 
feasible the resources of a competi- 
tive system, with only those devia- 
tions in the. direction of ‘planned 
economy’ which are demonstrably 
needed. 

“Unless this objective is kept 
clearly in mind, the Russian aggres- 
sors could conceivably weaken us 
and get us off base without firing a 
shot. For the thirteen commissars in 
the Kremlin are fully aware of the 
fact.that the yardstick which belies 
their Marxian propaganda is the 
continuing success of the American 
competitive system in yielding work- 
ers, farmers and others more and 
better things in exchange for a 
week’s effort. 

“The issue is more complex than 
suggested by the cliche about ‘guns 
vs. butter’. If the military supplies 
are provided solely through a shift 
of production away from civilians, 
the long term preparedness effort 
will tend to weaken the American 
incentive system. In order to reward 
men for greater production, it would 
be fatal to make a fetish of ‘austerity’. 

“In the circumstances, the goal 
should be to provide as much of the 
desirable sinews of war as feasible 
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out of new production and out of a 
shift in government spending. As for 
the latter, it is desirable to make 
room for enlarged military spending 
by cutting to the bone unesSential or 
postponable regular government ex- 
penditures, national, state and local. 


How to enlarge production 


“In addition, through sticking to 
the American way of rewards and 
incentives, an effort should be made 
to enlarge total production, using the 
increment as a source of military 
supplies. This can be achieved 
through: 1. lengthening the work 
week from 40 to 48 hours ; 2. through 
eliminating for the duration ‘feather- 
bedding’ and other artificial re- 
straints on output; and 3. through a 
voluntary truce for the duration to 
avoid strikes and other work stop- 
pages. As a further supplement to 
the proposal to manage the national 
economy to give workers more goods 
for increased output, it is suggested 
that for the duration financial re- 
wards should be accompanied by 
non-pecuniary incentives, such as 
awards to productive workers and 
farmers in their indispensable role 
in making America strong and ca- 
pable of survival.” 

Mr. Rukeyser admonished that the 
abnormalities in the economy since 
the Korean War started heightened 
the need for objective credit anal- 
ysis. He alluded to inventory chang- 
es in physical quantity and in dollar 
value and to the impact of cutbacks 
and material and manpower short- 
ages in civilian trades. Mr. Rukeyser 
counselled prudence in reflecting re- 
alities in corporate bookkeeping, and 
warned against failure to set up prop- 
er reserves against contingencies as 
a result of speculative forecasts re- 
garding future trends. 

Mr. Rukeyser emphasized that the 
lull in retail sales after earlier rush 
buying revealed the pathology of the 
current economic situation. He ad- 
vised promotional efforts to speed 
turnover, and contended that it was 
delusive to think that salesmen could 
be put in moth balls for the duration. 

“In light of the high overall taxes 
on business profits’, Mr Rukeyser 


concluded, ‘‘the businessman is un- 
wise to go out on a limb in the hope 
oy maximum conceivable net income, 
It is better to put the accent on pru- 
dence, and to assure a firm’s survival 
through whatever may be ahead. A 
business so managed is in position 
to endure even when the props of 
support to the economy from abnor- 
mally heavy government buying may 
be removed.” 


Auditorium Is 
Made Available 


To Business Men 


EMINGTON RAND announces 

the formal opening of a 165-seat 
auditorium with facilities for cus- 
tomer seminars and group meetings 
at its New York headquarters, 315 
Fourth Avenue, New York. 

Decorated in a simple, modern 
style by E. K. Gebhart, display 
manager, the meeting room is com- 
fortably appointed with auditorium- 
type, spring-back, mohair uphol- 
stered seats and individual, fold- 
away tablet rests. 

The 20-inch high stage has a 
sound-deadening cork floor, projec- 
tion screen with draw-type curtains 
and two banks of overhead strip 
lighting with dimmer. A public ad- 
dress system has also been installed 
with a control panel. The Ampro 
16mm projector is equipped for 
sound. 

An unusual feature is a specially 
constructed lectern believed to be 
the only one of its kind. The lectern 
has been made in two sections of 
natural finished birch wood. It can 
be used as a single unit or the top 
section can be removed and placed 
on table. 

The auditorium will be available 
for use by business groups or asso- 
ciations. Reservation requests should 
be made to Walter P. Lindsey, gen- 
eral manager, Sales Service Depart 
ment, Remington Rand, Inc. 

€ 


An educated man is an individual 
who is prepared and disposed to 0 
on to other aims in education, one 
who is constantly exploring new 
areas, particularly in his own field. 

—Dr. John P. Dyer, Director of 

the university college of Tulane 
University, in a speech before 
the New Orleans Association. 
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Informative reports, pamphlets, circulars, etc. 
which may be of interest to you. Please 
write directly to the publisher for them. 
CREDIT AND FINANCIAL MANAGEMENT 
does not have copies available. 


Controls and Coverage Against Dis- 
honesty Loss—a 32 page pamphlet 
suggesting ways employers can safe- 
guard themselves against dishonest 
employes. Includes a panel discus- 
sion by bonding and insurance ex- 
perts. Write American Management 
Association, 330 West 42nd St., 
New York 18. Price 50¢. 


Selling to the Governmenit—Ques- 
tions and answers on selling to the 
Government. Data on how the Gov- 
ernment buys supplies, how to get on 
mailing list for bidding invitations, 
rotated bids, and conditions under 
which contracts are negotiated. Eight 
page leaflet gives names and ad- 
dresses of who buys, what is bought, 
and offices from which advice ‘may 
be obtained. Superintendent. of 
Documents Washington 25, D.C. 
Price 5¢. 


Financing Small Business—Survey 
of small businesses belonging to the 
N.A.M. Results indicate that the 
smaller the firm, greater the chances 
are additional funds will be needed 
—large number of small business 
failures and general uncertainty of 
business discourage investing in 
stock of small companies—local in- 
dustrial development corporations 
of great assistance—special legis- 
lation has been helpful to small busi- 
ness. 45 pages. National Association 
of Manufacturers, 14 West 49th St., 
New York 20, N.Y. Free. 


Industrial Procurement and Market- 
ing—Reprints of article by Howard 
Lewis, Prof. of Marketing, Harvard 
Graduate School of Business Admin. 
describing outstanding trends in de- 
velopment of industrial purchasing 
power, significance to industrial 
marketing director and how to in- 
(rease immediate effectiveness of 
sales effort, formulate sales policies 
‘0 anticipate future changes in buy- 
ing habits of industrial customers. 
Write A. M. Morse, Jr., V.P. PUR- 
CHASING, 205 E. 42nd St., New 
York 17, 






KEEPING INFORMED 


How to Sell to Government Institu- 
tions—Defines Government institu- 
tions; what they are buying; who 
Luys for military institutions ; major 
categories of supplies and equip- 
ment bought by Army, Navy and 
Air Force; who buys for Govern- 
ment civilian institutions; how to 
enter bids; what military procure- 
ment officers want to know about 
your business. Write E. P. Campbell, 
A. M. INSTITUTIONS, 1801 
Prairie Avenue, Chicago 16, IIl. 


Law For Advertisers—reprint from 
the Ninth Graphic Arts Production 
Yearbook. Data on right of privacy, 
libel, slander, reproducibility of 
coins, stamps, flags, securities, uni- 
forms and legal considerations re- 
garding contests and premiums. 
Write Charles J. Hauk, Jr. The 
Chartmakers, Inc. 480 Lexington 
Ave., New York, N.Y. 


“Red Sabotage’’—Pamphlet offering 
suggestions for guarding against such 
trouble. Single copies 25¢ or 20¢ 
each in bulk quantities. Write infor- 
mation Service, New York Herald 
Tribune, New York, N. Y. 


Fighting Inflation—According to 
statement made by the life insur- 
ance companies it will take cooper- 
ation by individuals and business 
concerns to stop this trend. Savings 
should be increased and spending 
cut; federal taxes geared to carry 
the largest share of military prepar- 
edness outlay; nonmilitary expen- 
ditures should be cut and credit con- 
trols applied where necessary. 10 
Pages. Write Life Insurance Associ- 
ation of America, 488 Madison Ave., 
New York 22, N. Y. Free. 


R. I, P.—An amusing book about a 
grim subject—auto accidents. Car- 
toons by Virgil Partch emphasize 
the need for caution in hand signals ; 
playing in the street by children ; and 
carelessness in many ways leading to 
accidents. 33 Pages. Write News 
Bureau, The Travelers, Hartford, 
Conn. Free. 


Marketing in a Defense Economy— 
an analysis of the marketing poten- 
tials for 1951. Considers such ques- 
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tions as: Must defense curtail our 
civilian economy ? How about short- 
ages of durable goods ? Can our pro- 
ductive capacity measure up? Will 
people want to buy and will they 
have the money to buy? Supporting 
figures in charts and tables. Write 
Arno H. Johnson, V. P., J. Walter 
Thompson Company, 420 Lexington 
Ave., New York, N. Y. 


Standards are your Business—This 
pamphlet describes the joint effort of 
the American Standards Association 
and industry to set up uniform stand- 
ards for specific products. Illustrates 
how standardization means dollar 
savings. 24 pp. Write American 
Standards Association, 70 E. 45th 
St., New York 17, N. Y. Free. 


“Communists can Cripple Us”—a re- 
print from “Changing Times”, a 
Kiplinger publication. Single copies 
free; in quantities 10¢ each. Write 
1729 H. Street, N. W. Washington 
a. 


Survival Under Atomic Attack—is 
the official U.S Government booklet 
designed to dispel the mysteries and 
panic-provokers out of the possible 
use by an enemy power of the atomic 
bomb in this country. This explains 
what the dangers really are and what 
we can do about them. Copies avail- 
able from Superintendent of Docu- 
ments, Washington 25, DiC. Price: 
10¢ each—25% discount for orders 
in excess of 100. 


Excess Profits Tax Act of 1950 
With Explanation—This pamphlet 
contains the full text of the act and 
an excellent explanation of its pro- 
visions. A booklet of 160 pages, it 
can be purchased from the Com- 
merce Clearing House, Inc., 214 N. 


Michigan Avenue, Chicago 1, IIli- . 


nois. Price: $1.00 


Property Risks—and Coverages 
Under Mobilization. This presents a 
series of talks given at the Insurance 
Conference of the A.M.A. and 
covers: (1) The Atom—Your Per- 
sonal and Property ‘Risks, (2) New 
Problems in Transportation Insur- 
ance, (3) Insurance Problems in A 
Mobilizing Economy, (4) Trends in 
Group and Social Insurance. Ameri- 
can Management Association, 330 
W. 42nd Street, New York 18, N.Y. 
Price: $1.25. 
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LEGAL NOTES AND NEWS 


Of interest to financial executives 


Robison-Patman Act prohibit 

discrimination in price between 
different purchasers of commodities 
of like grade and quality where the 
effect of such discrimination may be 
substantially to lessen competition or 
tend to create a monopoly in any 
line of commerce, or to injure, de- 
stroy or prevent competition with 
any person who either grants or 
knowingly receives the benefit of 
such discrimination, or with custom- 
ers of either of them. The statute 
specifically permits, however, differ- 
entials in price which make only due 
allowance for differences in the cost 
of manufacture, sale or delivery, re- 
sulting from the differing methods or 
quantities in which such commodi- 
ties are to such purchasers sold or 
delivered. 

Upon proof that there has been 
a discrimination, the burden of show- 
ing justification is upon the person 
charged with the violation, but a 
seller may rebut the primafacie case 
“by showing that his lower price or 
the furnishing of services or facilities 
to any purchaser or purchasers was 
made in good faith to meet an 
equally low price of a competitor, 
or the services or facilities furnished 
by a competitor.” 

Prior to the decision of the Su- 
preme Court in Standard Oil Co. v. 
Fed. Tr. Com’n., decided January 8, 
1951, 95 Law Ed. 205, the Federal 
Trade Commission, supported by the 
lower courts, had held that proof that 
the lower price was made in good 
faith to meet a competitor's price did 
not constitute a complete defense 
under the provisions of the statute, 
but that it merely served to rebut 
the prima-facie establishment of dis- 
crimination and required an affirma- 
tive finding by the Commission of 
actual injury to competition result- 
ing from the lower price. 

As so interpreted, the defense was 
fraught with great technical difficul- 
ties, and was of little value as a 


Cision 2 (a) and (b) of the 
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practical matter. 

The question came before the 
Supreme Court in the Standard Oil 
Company case, and the court said, 
with respect to the provision in ques- 
tion, that “So interpreted, the provi- 
so would have such little, if any 
applicability as to be practically 
meaningless. We may, therefore, 
conclude that Congress meant to 
permit the natural consequences to 
follow the seller’s action in meeting 
in good faith a lawful and equally 
low price of its competitor.” 

The court said that it could “find 
no reason to destroy that defense 
indirectly, merely because it also 
appears that the beneficiaries of the 
seller’s price reductions may derive 
a competitive advantage from them 
or may, in a natural course of events, 
reduce their own resale prices to 
their customers.” 

“There is nothing”, the court said 
“to show a congressional purpose 
* * * to compel the seller to choose 
only between ruinously cutting its 
prices to all its customers to match 
the price offered to one, or refusing 
to meet the competition and then 
ruinously raising its prices to its 
remaining customers to cover in- 
creased unit costs. There is on the 
other hand plain language and estab- 
lished practice which permits a seller, 
through Section 2(b), to retain a 
customer by realistically meeting in 
good faith the price offered to that 
customer, without necessarily chang- 
ing the seller’s price to its other 
customers.” 

The majority opinion in the 
Standard Oil case was written by 
Mr. Justice Burton and concurred 
in by three other Justices. Mr. 
Justice Reed, joined by the Chief 
Justice and Mr. Justice Black, filed 
a vigorous dissent, claiming that the 
statutory history of the provision in 
question clearly supported the posi- 
tion taken by the Federal Trade 
Commission. 


W. R. M. 


In the MODERN Office 
(Continued from page 5) 


other hand free for paper work. Al] 
processes fully visible so each figure 
set can be checked, and cannot be 
changed by accidentally touching 
keys. Made of Swedish steel, calcu- 
lators are durable, rustproof, and 
require little maintenance. The fin- 
ish, in green, has been designed to 
eliminate glare and light reflection, 
Write Facit, Inc. 500 Fifth Avenue 
New York, for folder. 
* 

A clear, sparkling, heavy-duty 
magazine and catalog binder has been 
put on the market by Bro-Dart In- 
dustries. Known as the Plastickleer 
Deluxe Periodical Binder, it is con- 


’ 


structed entirely of one piece of 40 
gauge Vinylite transparent, flexible 
plastic, and provides protection from 
soiling and tearing. Can be ordered 
in all sizes direct from Bro-Dart 
Industries, 59 E. Alpine Street, 
Newark 5, N.J. Library Service 
Division. 
e 

Ditto, Inc. has developed a patented 
method of breaking down any list of 
items by item—each item on a 
separate sheet of paper—without re- 
writing. It is done by running a set 
of overlapped strips called “Analy- 
slips” thru a Ditto duplicating ma- 
chine to pick up one item on each 
Analyslip. As many as 30 slips can 
be run through the machine at one 
time. Slips are then torn apart and 
used as desired. Spaced analy:lips 
can be made in practically any size, 
either paper or card stock, in any 
number of units to a set, printed 
on one or both sides. Write Ditto, 
Inc., 2243 W. Harrison St., Chicago 
12, Ill., for more information. 
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ASSOCIATION NEWS 


Charles E. Meek 
Passes; was 


NACM Pioneer 


Garden City, Long Island: Charles E. 
Meek, one of the real pioneers in the 
ciedit world, died June 6 at his home. 
He was 88 years old. 

Mr. Meek was one of the founders 
of the New York Credit Men’s Associa- 
tion, in 1895 and served as its president 
from 1901 to 1904. 

Nationally also Mr. Meek was active 
from the Association’s earliest days. He 
was a director from 1902 to 1904, sec- 
retary-treasurer from 1904 to 1911, vice- 
president from 1911 to 1914 and president 
1914-1915. 

Upon leaving credit association work 
he joined the Fourth National Bank in 
New York. When that bank merged 
with another he joined the American 
Exchange National Bank as assistant 
vice-president and later the Chemical Na- 
tional Bank, now the Chemical Bank & 
Trust Company. He retired in 1941. Up 
to the time of his death he was treasurer 
of the Connecticut Valley Paper & En- 
velope Company, a position he had held 
since the company was incorporated in 
1922. 


(Continued on page 33) 


Charles E. Meek (second from left) with William Fraser (left), William A. Prendergast 
and Henry H. Heimann 





George H. Nippert 


Little Rock: President Lorne D. 
Duncan, National Distillers Prod- 
uct, Inc., was ohcially appointed 
an Arkansas Traveler during a 
visit to the Little Rock Association 
of Credit Men June 20. He paid 
the visit while taking a swing 
through the southern states. 
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Chicago Honors 
George Nippert 
On Retirement 


Chicago: A luncheon in honor of George 
H. Nippert, District Credit and Office 
Manager of The Procter and Gamble 
Distributing Company, who retires July 1 
with a record of 45 years of continuous 
service with the company, was given at 
the La Salle Hotel, Tuesday, June 26. 


Among those attending were the present 
officers and the past presidents of the 
Chicago Association of Credit Men, V. 
C. Eggerding, the Gaylord Container 
Corporation of St. Louis, vice-president, 
central division, the National Association 
of Credit Men, and executive manager 
Henry H. Heimann of NACM. 


Telegrams were received from L. D. 
Duncan, National Distillers Products 
Corporation, New York, president of 
NACM, past presidents, C. Callaway, Jr., 
Crystal Springs Bleachery, Inc., Chicka- 
mauga, Georgia, A. J. Sutherland, presi- 
dent of the Security Trust and Savings 
Bank, San Diego, California, and Earl 
N. Felio, Jersey City, N. J., Colgate-Palm- 
olive-Peet Company, past vice-president 
Eastern Division, NACM. 


Chicago: George H. Nippert, District 
Credit and Office Manager of The Procter 
and Gamble Distributing Company of 
Chicago, will retire on July first after 
45 years of continuous service with the 
company. 

Mr. Nippert has been very active in 
Association work. For many years has 
held important executive offices in both 
the Chicago Association of Credit Men 
and the National Association of Credit 
Men. 


In the Chicago Association, after serv- 
ing on numerous committees, including 
Executive, Interchange, Credit Groups, 
and as Chairman of the Finance Commit- 
tee, Adjustment, and Collection Bureau 
Committees he was elected to the Board 
of Directors. Following a three year term 
on the Board, he was elected First Vice- 
President in 1941, President in 1942, and 
re-elected President in 1943 and appointed 
National Councillor in 1944. During this 
period, the Association made notable ad- 
vances in every department. 


In National Association activities, Mr. 
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Nippert was elected to the Board of Di- 
rectors. He served as Chairman of the im- 
portant Adjustment Bureau Committee 
for two years and as a member of two or 
three special appointed committees. In 
1949, was elected Vice-President of the 
Central Division, National Association of 
Credit Men. 

One of the most widely known and 
highly esteemed executives in the credit 
field, Mr. Nippert retires to a well earned 
rest with the best of good wishes from a 
host of friends and fellow workers. 


Chicago Will Repeat 
Annual Refresher 
Course in Credits 


Two fall educational courses of the Chi- 
cago Association of Credit Men have been 
prepared by the Educational Committee 
of which E. A. Hesler, Seagram-Distillers 
Corporation, is the Chairman. 

One is the Association’s featured annual 
Basic and Refresher Short Course 
in Credits and Collections which opens 
Monday evening, September 24, and con- 
tinues for five successive evenings follow- 
ed by an examination. 

Two sessions of the class will be held 
each evening. The speakers will be credit 
executives of member firms of the Associ- 
ation. 

The other course is in cooperation with 
the Northwestern University of which 
Dr. Russell Cansler is the Director of 
Northwestern’s downtown School of Com- 
merce. Special registration dates have 
been allotted to students whose employers 
are members of CACM. 


T. F. O'Malley Re-elected 
President at Richmond 


Richmond: At the annual meeting of 
the Richmond Association of Credit Men, 
whieh was attended by more than one 
hundred members and wives, T. F. O’- 
Malley, Graybar Electric Company, was 
re-elected president. Edward F. Gee, 
State Planters Bank and Trust Company, 
was elected vice-president. 


C. C. Harrold 


Huntington, W. Va.: Word has been 
received of the death on May 28 of C. C. 
Harrold, for many years secretary and 
treasurer of the Credit Men’s Associa- 


tion in Huntington. He was buried on 
May 30. 


William D. Skinner 


Word has been received of the death 
on board the Mauretania of William D. 
Skinner, retired secretary-treasurer of the 
General Fireproofing Company of 
Youngstown, Ohio. 

Mr. Skinner and his wife sailed May 
18. He collapsed May 22 but was feeling 
better the next morning. However he 
collapsed again after breakfast May 23 
and died. 

Mr. Skinner retired last year from Gen- 
eral Fireproofing after 25 years with the 
company. 
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COMING EVENTS 


Southwest Conference 
Dallas, September 20-22 


Northwest Conference 
Tacoma, September 27-28 


Tri-State Conference 
Wichita, October 12-13 


Petroleum Credit Conference 
Dallas, October 14-16 


Wisconsin Conference 
Green Bay, October 15-16 


Tri-State Conference 
Lincoln, Neb., October 17-18 


Tri-State Conference 
Syracuse, N. Y., October 18-20 


Ohio Valley Conference 
Cleveland, October 18-20 


Credit Women’s Conference 
Cleveland, October 20-21 


Illinois Conference 
Chicago, October 24 


Southeast Conference 
Atlanta, date to be announced 


New England Conference 
Springfield, Mass., November 28 


National Credit Congress 
Houston, May 11-15, 1952 


North Central Conference 
Fargo, N. D., May 21-22, 1952 


Et Tu, Morty? 
N.Y. Secretary 
ls an Author! 


New York: Mortimer J. (Morty) Day- 
is, executive vice-president of the New 
York Credit and Financial Management 
Association, has joined the ranks of lost 
souls—editors, publishers and the like. He 
has written a book—a (to quote from the 
cover) “conglomeration of alleged humor 
about credit and credit executives gathered 
from here and there.” 

Mr. Davis has been compiling the ma- 
terial for his volume for some time from 
many sources. In fact he even, in his total 
innocence, approached the editors of this 
publication for contributions despite the 
universally-known fact that editors don’t 
know any jokes. They just take other 
people’s jokes and edit the point out of 
them. 

When last seen Mr. Davis showed no 
remorse whatever. 

Seriously, it’s hard enough to get a 
laugh out of these troublous times and 
Morty’s little book does that. It’s well 
put together and could be a real boon to 
toastmasters and after-dinner speakers. 

The book is NOT for sale, but if any 
reader is interested in obtaining a copy he 
can do so by sending a contribution for 
the second edition. The address is 71 
West 23rd Street, New York 10, and con- 
tributions should be fairly recent at least 
and should have a credit slant. But the 
rule is firm—no contribution, no copy. 


Connecticut Credit 
Men Hold Conference 


at Waterbury Club 


Waterbury, Conn.: The 1951 State 
Conference of the Connecticut Associa- 
tion of Credit Men took place at the 
Waterbury Country Club on Wednesday, 
June 6. The Connecticut Association em- 
braces all the local Associations in the 
State—Waterbury, New Haven, Hart- 
ford and Bridgeport. About 130 mem- 
bers were registered. 

The high spot of the conference was 
the evening banquet. John R. Heery, 
United Illuminating Company, New Ha- 
ven, newly-elected National Director, 
spoke briefly thanking the members for 
their confidence and pledging himself to 
conscientious service in his new office. 
He was followed by the new Eastern 
Vice-President, E. William Lane, Ameri- 
can Screw Company, and past President 
William H. Pouch, Concrete Steel Com- 
pany, both of whom stressed the tremet- 
dous importance of education in Asso- 
ciation work. 

The meeting was brought to a close 
with a talk by Dr. Carl D. Smith, di 
rector of education, on the impact of the 
preparedness program on credit and what 
executives must do to face it. 
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News of 


Credit Women 





Oakland: The Credit Women’s Group 
of Oakland, California met June 18th 
for their regular monthly meeting. Dinner, 
followed by a business meeting was held 
at the Robin Hood Inn. An informative 
evening was spent by those attending. 
Sylvia Lilleland gave a short history of 
her firm, Red Feather Products Company 
of San Francisco, which is an office supply 
company. 


New York: Jane Sweaf, Chair- 
man of the Credit Women’s Na- 
tional Executive Committee from 
1938-1940, died June 27th. Mrs. 
Sweaf made an outstanding contri- 
bution toward the Credit Women’s 
Groups during her business life. A 
contribution to her favorite charity 
was made in the name of the 
Groups. 


St. Louis: The annual installation of 
oficers was held Thursday evening, 
June 7, at the University Club. The new 
officers installed were: Mrs. Carolyn 
McIntosh, Tension Envelope Corp. of 
Missouri, president; Miss Helen M. Bar- 
rett, Fisher Scientific Co., vice-president ; 
Mrs. Olive Hager, Dan Hyland, Inc., 
treasurer, and Miss Helen Juergens, 
Marsh & McLennan, Inc., secretary. 


Seattle Association 

Has New Collection 
Department Manager 

Seattle: J. R. “Bob” Gillespie has been 
named as manager of the Seattle Associa- 
tion’s collection department—Association 


collectors, Inc. His predecessor, Mr. Gan- 
non, resigned June 1. 








Charles E. Meek 
(Continued from page 31) 


His last official “appearance” was in 
July, 1949, when he and W. A. Prender- 
gast, who was appointed secretary at the 
Detroit convention in 1898, were honored 
at a dinner in New York. 

J. Harry Tregoe, who succeeded Mr. 
Meek as secretary-treasurer, wrote a 
brief history of the National Association 
of Credit Men which appeared in these 
pages during 1927. In it he had this to 
say: 

“During these foundation years (1896 
to 1901) there was found in the fore- 
front of all serious activities and difficult 
objectives a number of very fine men 
whose names should be blazoned high in 
the Hall of Honor; I should like to men- 
tion all of them but only a few can be 
included in this historical sketch; I would 
mention . . . Charles E. Meek of New 
York.” 


Indianapolis Honors 
Member Sixty Years 
With His Company 


Indianapolis: J. Edward Stilz, Trea- 
surer of Kiefer-Stewart Company, and 
contiiuously employed by the comapny 
for 60 years, was honored at a meeting 
of the Indianapolis Association of Credit 
Men at the Indianapolis Athletic Club 
recently. 

Mr. Stilz started as an office boy at $5 
a week; and at the end of his first year 
was raised to $6 a week. At the Asso- 
ciation dinner, Mr. Stilz told how in those 
days the company had but one telephone ; 
deliveries were made with horse and 
dray; and drug salesmen frequently took 
the order and delivered the merchandise 
on the spot. 

Mr. Stilz worked his way up through 
bookkeeping, accounting, credit man- 
ager and company treasurer. While com- 
pany treasurer, Mr. Stilz has continued 
to maintain active supervision of the 
credit department of his company, one of 
the nation’s largest distributors of drug 
and allied lines. 

He has been continuously either an 
officer or a director of the Indianapolis 
Association for 43 years; and has been 
one of the strongest supporters of the 
Collection, Credit Interchange and Ad- 
justment Bureaus. He is still active in 
the business and goes to work each day. 
He isa past National Direcor of the Na- 
tional Association of Credit Men. 

At the conclusion of the meeting, Mr. 
Stilz and his wife were presented with a 
beautiful gift of silver; and Indian- 
apolis wonders if any other Association 
presently has a member who has been 
with his company continuously for 60 
years. 


San Francisco: The San Francisco 
Credit Women held their monthly meet- 
ing at the Bellevue Hotel June 20. The 
program consisted of a forum discussion. 





This gives some idea of the crowded ballroom of the Statler in Boston on the morning of May 14 when the delegates assembled to hear the 
keynote address of Henry H. Heimann. A few minutes after the picture was taken there wasn’t a seat left. 
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NACM NATIONAL COMMITTEES 


EXECUTIVE COMMITTEE 


Lorne D. Duncan 
National Distillers Products Corp. 
New York 5, N. Y. 


E. William Lane 
American Screw Company 
Willimantic, Conn. 


Victor C. Eggerding 
Gaylord Container Corp. 
St. Louis 2, Missouri 


D. M. Messer 
Dohrmann Commercial Co. 
San Francisco 11, Calif. 


C. Herbert Bradshaw 
Bausch & Lomb Optical Co. 
Rochester 5, New York 


ADJUSTMENT BUREAUS 


E. W. Hillman—Chairman 
The Federal Glass Co. 
Columbus 7, Ohio 


Emmett W. Below 
The Marathon Corp. 
Menasha, Wisconsin 


George J. Lochner 
Baltimore Ass’n. of Credit Men 
Baltimore 1, Md. 


D. K. Porter 
Inter Mountain Assn. of Credit Men 
Salt Lake City 10, Utah 


COLLECTION BUREAUS 


E. William Lane—Chairman 
American Screw Company 
Willimantic, Conn. 


C. Herbert Bradshaw 
Bausch & Lomb Optical Co. 
Rochester 5, New York 


Herman S. Garness 
Milwaukee Ass’n. of Credit Men 
Milwaukee 3, Wisconsin 


Lawrence Holzman 


San Diego Wholesale Credit Men’s Assn. 


San Diego 1, California 


EDUCATION 


Howard S. Almy—Chairman 
Collyer Insulated Wire Co. 
Pawtucket, Rhode Island 


M. C. Ulmer—Vice-Chairman 
Zellerbach Paper Co. 
San Francisco, Calif. 


Beryl Boyd (1950-1952) 
Belknap Hdw. Mfg. Co. 
Louisville, Ky. 


Byron A. Boynton (1950-1952) 
Pittsburgh Consolidation Coal Co. 
Pittsburgh, Pa. 


George T. Brian, Jr. (1950-1952) 
Noxzema Chemical Co. 
Baltimore, Maryland 


Mrs. Hermine A. Fischer (1950-1953) 
Christian Science Publishing Co. 
Boston, Mass. 


Miss Bess R. Havens (1950-1952) 
First National Bank 
Binghamton, New York 


Leroy House (1951-1954) 
Electric Supply Co. 
Atlanta, Georgia 


G. C. Klippel (1950-1952) 
Van Camp Hdw. & Iron Co. 
Indianapolis, Indiana 


Arthur Olson (1950-1952) 
Federal Reserve Bank 
Chicago, Ill. 


Charles W. Pritchard (1950-1953) 
Stromberg-Carlson Co. 
Rochester, New York 


R. D. Roberts (1951-1954) 
Union Oil Company of Calif. 
Los Angeles, California 


T. A. Shaw (1951-1954) 
Modern Appliance & Supply Co. 
New Orleans, La. 


R. J. Skinner (1951-1954) 
Frigidaire Sales Corp. 
Detroit, Michigan 


E. C. Vorlander (1950-1953) 
Minneapolis-Honeywell Co. 
Minneapolis, Minn. 


F. W. Zander (1950-1953) 
U. S. Plywood Corp. 


The grand march just before the president’s ball at the Boston convention. Mr. and Mrs. Sutherland are on the extreme left, then Mr. and Mrs. 
Felio, Mr. and Mrs. Sommer, Mr. and Mrs. Day, Mr. and Mrs. Fraser, Mr. and Mrs. Wolley, Miss Ruth Hoctor and Henry Heimann. 
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Last year’s innovation, an all-group luncheon, was repeated at Boston with great success as can readily be seen from this picture taken in 
-comers had to be turned away because there just wasn’t room for them. 


INTERCHANGE 


Eastern Division 


George O. Daniel 
Horne- Wilson, Inc. 
Atlanta 3, Georgia 


Thomas D. Sheriff—Vice Chairman 
Hamburg Brothers 
Pittsburgh 22, Pennsylvania 


George J. Lochner 
Baltimore Assn. of Credit Men 
Baltimore 1, Md. 


Central Division 


R. C. Creviston 
Northern Wisc.-Mich. Assn. of Credit 
Men 


Green Bay, Wisconsin 


Jule Jackman 
Richardson Company 
Lockland 15, Ohio 


Maurice D. Fields—Chairman 
Central Rubber & Supply 
Indianapolis, Indiana 


Western Division 


Harold H. Gloe 
Morrison-Merrill & Co. 
Salt Lake City 11, Utah 


Harry A. Gunhus 
Simonds Saw & Steel Co. 
Portland 4, Oregon 


A. D. Johnson 
Los Angeles Credit Managers Assn. 
Los Angeles, California 


Ex-Offico Members 


Lorne D. Duncan 

President, NACM 

National Distillers Prods. Co. 
New York 5, N. Y. 


H. H. Heimann 

Executive Manager, NACM 
National Association of Credit Men 
New York 3, N. Y. 


the Statler ballroom. The place was packed. In fact some late 
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FOUNDATION 


Paul W. Miller—President 
Marlborough: Company 
Atlanta 3, Georgia 


Harry J. Offer—Vice President 
Detroit Edison Company 
Detroit 26, Michigan 


C. Callaway, Jr. 


Crystal Springs Bleachery, Inc. 


Chickamuga, Georgia 


F. A. Cates 
Arden Farms Company 
Los Angeles 44, Calif. 


Lorne D. Duncan 
National Distillers Prods. Co. 
New York 5, N. Y. 


Charles E. Fernald 
Fernald and Company 
Philadelphia 3, Pa. 


George J. Gruen 
Gruen Watch Company 
Cincinnati 6, Ohio 


Randolph W. Hyde 
U. S. Steel Company 
Pittsburgh 30, Pa. 


Frank E. Jerome 
Seattle First National Bank 
Seattle 14, Washington 


Edward J. Keefe 
E. J. Keefe and Company 
Tampa 1, Florida 


G. C. Klippel 
Van Camp Hdwe. & Iron Co. 
Indianapolis 6, Ind. 


Paul A. Pflueger 
Pflueger and Baerwald 
San Francisco 4, Calif. 


Edward N. Ronnau 
Cook Paint and Varnish Co. 
Kansas City 10, Mo. 





William M. Smith 
Standard Oil Co. of Indiana 
Chicago 80, Ill. 


A. J. Sutherland 
Security Trust & Savings Bank 
San Diego 12, Calif. 


CREDIT WOMEN 


Miss Loretta M. Fischer—Chairman 
Geo. Ziegler Company 
Milwaukee 4, Wisc. 


Vice Chairmen 


Mrs. Beath Robinson 
Williams & Voris Lumber Co. 
Chattanooga 7, Tenn. 


Miss Rosa Basler 
F. D. Lawrence Elec. Co. 
Cincinnati 2, Ohio 


Miss Elma Hanson 
Blake Moffitt & Towne 
Seattle 4, Wash. 


Members 


Mrs. Jo Black 
Hon Supply Co. 
Amarillo, Texas 


Mrs. Reggia DeForge Griffin 
Schlitz Dist. Co. 
Cambridge, Mass. 


Mrs. Flora Meads Hilger 
Von Allmen Preserving Co. 
Louisville, Ky. 


Miss Marie Louise La Noue 
The Times-Picayune Publishing Co. 
New Orleans 4, La. 


Miss Elizabeth Moorman 
B. P. John Furniture Corp. 
Portland 2, Ore. 


Miss Viola Pratt 
Zellerbach Paper Co. 
San Diego, Calif. 


Miss Antoinette Rehrauer 
Peerless Confection Co. 
Chicago 14, IIl. 


Mrs. Harriet Silvers 
Graphic Arts Corp. Toledo 2, Ohio 








Here is a view of the credit women’s luncheon during the Boston convention. As always this was a very well-attended affair and was a 


strictly business meeting. 


Miss Marguerite Warner 
Home Appliance Co. 
Wichita 2, Kansas 


Miss LeVerne Willman 
Midwest Electric Co., Inc. 
Minneapolis, Minn. 


Miss Marie Ferguson, Secretary-Treas. 


National Association of Credit Men 
New York 3, N. Y. 


FINANCE 


Charles E. Fernald—Chairman 
Fernald and Company 
Philadelphia 3, Pa. 


Chaudoin Callaway, Jr. 
Crystal Springs Bleachery, Inc. 
Chickamauga, Georgia 


Edward N. Ronnau 
Cook Paint and Varnish Company 
Kansas City 10, Mo. 


K. Calvin Sommer 
Youngstown Sheet & Tube Co. 
Youngstown 1, Ohio 


FOREIGN CREDIT 
INTERCHANGE BUREAU 


Administrative Committee 


Nicholas J. Murphy—Chairman 
The Chase National Bank 
New York, N. Y. 


Max Adamsky 
D. C. Andrews & Co., Inc. 
New York, N. Y. 


I. F. Baker 
Westinghouse Elec. Internatl. Co. 
New York, N. Y. 


R. F. Bray 
U. S. Steel Export Co. 
New York, N. Y. 


E. C. Butland 
The Quaker Oats Co. 
New York, N. Y. 


F. E. Byrne 


Cannon Mills, Inc. 
New York, N. Y. 
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L. D. Duncan 
National Distillers Prods. Corp. 
New York, N. Y. 


A. N. Gentes 
Guaranty Trust Co. of New York 
New York, N. Y. 


A. E. Gotsch 
The Studebaker Export Corp. 
New York, N. Y. 


Henry Hugly 
Johnson & Johnson International 
New Brunswick, N. J. 


W. H. Lukens 
R. M. Hollingshead Corp. 
Camden, N. J. 


A. H. Mader 
American Chicle Co. 
Long Island City, N. Y. 


C. A. Maguire 
Francis H. Leggett & Co. 
New York, N. Y. 


P. P. McGovern 
Manufacturers Trust Co. 
New York, N. Y. 


Dempster McIntosh 
Philco International Corp. 
Philadelphia, Pa. 


Fred R. Pinter 
Overseas Export Co. 
New York, N. Y. 


A. E. Reed 
The W. S. Tyler Co. 
Cleveland, Ohio 


Camilo Rodriguez 
Davol Rubber Co. 
Providence R. I. 


C. E. Schwendler 
National City Bank of New York 
New York, N. Y. 


H. J. Sheehan 
Norton Company 
New York, N. Y. 


W. H. Stanley 
Wm. Wrigley Jr. Company 
Chicago, Iil. 


C. E. Strachan 
Parke, Davis Inter-American Corp. 
New York, N. Y. 


R. C. Thompson 
The Electric Auto-Lite Company 
New York, N. Y. 


N. E. Totten 
International General Elec. Co. 
New York, N. Y. 


Rudolph Vogel 
Pillsbury Mills, Inc. 
New York, N. Y. 


Wilbert Ward 
Washington, D. C. 


O. C. Wasserscheid, Jr. 
American Paper Exports, Inc. 
New York, N. Y. 


J. T. Wilson 
I. B. M. World Trade Corp. 
New York, N. Y. 


Bureau Council. 


A. H. Ahlers 
Owens-Illinois Glass Co. 
Toledo, Ohio 


Carl E. Alfaro 
International Brass and Copper Co. 
New York, N. Y. 


E. M. Andel 

Bankers Trust Co. 

New York, N. Y. 
r 


R. M. Binney 
First National Bank of Boston 
Boston, Mass. 


W. R. Dunn 
General Foods Corp. 
New York, N. Y. 


H. C. Fischer 
The Cleveland Trust Co. 
Cleveland, Ohio 


John Fischer 

Bank of New York and Fifth Avenue 
Bank 

New York, N. Y. 


R. P. Furey 
Central Hanover Bank & Tr. Co. 
New York, N. Y. 


W. G. Garlan 
Henry K. Wampole & Co. 
Philadelphia,. Pa. 
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G. A. Hankins 

Goodyear Tire & Rubber Export 
Company 

Akron, Ohio 

Walter Diamond 

Public Natl. Bank & Trust Co. 

New York, N. Y. 


Ww. A. Kelly 
Bank of the Manhattan Co. 
New York, N. Y. 


S. F. Majestic 
Chemical Bank & Trust Co. 
New York, N. Y. 


George B. McGowan 
Corn Exchange Bank Trust Co. 
New York, N. Y. 


G. J. Messemer 
Irving Trust Co. 
New York, N. Y. 


A. J. Peltier 
Industrial Brownhoist Corp. 
Bay City, Mich. 


L. W. Schaefer 
Peoples National Bk. of Lynbrook 
Lynbrook, New York 


H. L. Schwamm 
American Trust Co. 
New York, N. Y. 


F. Paul Smith 
Bristol-Myers Co. 
Hillside, N. J. 


E. J. Toner 
Philadelphia National Bank 
Philadelphia, Pa. 


B. W. Unge 
City National Bank & Trust Co. 
Kansas City, Mo. 


FRAUD PREVENTION 


Walter Churchill—Chairman 
Williams and Company, Inc. 
Pittsburgh, Pa. 


E. J. Agnew 
Campbell Soup Company 
Camden, N. J. 


Paul E. Ewers 
Michigan Consolidated Gas Company 
Detroit, Michigan 


Elmer T. Larson 
W. D. Allen Manufacturing Co. 
Chicago, Illinois 


Ray S. Shannon 
Weyenberg Shoe Mfg. Company 
Milwaukee, Wisconsin 


PUBLICATIONS 


Irwin Stumborg—Chairman 
Baldwin Piano Co. 
Cincinnati 2, Ohio 


R. Lynn Galloway—V ice-Chairman 
Eastman Kodak Co. 
Rochester 4, N. Y. 


Floyd C. Newton, Jr. 
Dundee Mills 
Griffin, Ga. 


E. S. Seiter 
Swift & Co. 
Kansas City, Mo. 


G. W. Sites 
The Times-Mirror Co. 
Los Angeles 53, Calif. 


Granger H. Smith 
Buhner Fertilizer Co. 
Seymour, Ind. 


Orrin E. Barnum 
U. S. Steel Co. 
Pittsburgh, Pa. 


James I. Stang 
Foote Bros. Gear & Machine Corp. 
Chicago 9, III. 


W. A. Maney 
Maney Bros. Mill & Elev. Co. 
Minneapolis, Minn. 


LEGISLATIVE 


C. Rodriguez—Chairman 
Y% Davol Rubber Company 
Providence 2, R. I. 


Vice-Chairmen 


Stanley B. Trott 
Maryland Trust Co. 
3altimore 3, Md. 


Supervision and coordination of legisla- 
tive work in Legislative Districts I, II, 
III, V 


Victor C. Eggerding 
Gaylord Container Corp. 
St. Louis 2, Mo. 


Supervision and coordination of legisla- 
tive work in Legislative Districts IV, 
VI, VII, VIII, 1X, X, XI, XII. 


Frank E. Jerome 
Seattle First Natl. Bank 
Seattle 14, Wash. 


Supervision and coordination of legisla- 
tive work in Legislative Districts XIII, 
XIV 


Legislative District & Committee 
Members 


District | 


(Maine, Vermont, New Hamp- 
shire, Massachusetts, Rhode Is- 
land and Connecticut.) 


Leonard K. Morse* 
Bridgeport Brass Co. 
30 Grand Street 
Bridgeport, Conn. 


Raymond T. Custer 
Graybar Elec. Co., Inc. 
287 Columbus Avenue 
Boston 16, Mass. 


District II 
(New York and New Jersey) 


Frederick W. Zander* 


* Charge of National Legislation 
{+ Charge of State Legislation 
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United States Plywood Corp. 
New York 18, N.Y. 


Note: The STATE Legislative work in Dis- 
trict II is supervised by the Chairman, 
Central Legislative Committee, Tri-State 
Conference, District No. 2 

Irwin H. Raunick 

Fairfreze Cabinets 

Buffalo 23, N.Y. 


District III 
(Pennsylvania and Delaware) 
J. Leroy Vosburg* 
Fernald and Company 
Philadelphia 3, Pa. 


J. S. Smitht 
Westinghouse Air Brake Co. 
Wilmerding, Pa. 


District IV 
(Ohio and Michigan) 


Reed D. Andrew* 
American Blower Corp. 
Detroit 32, Michigan 


J. A. Livit 
Surface Combustion Corp. 
Toledo 7, Ohio 


District V 
(Maryland, West Virginia, 
Virginia and North Carolina) 


Leo G. Horney*+ 
Bendix Radio Div. 
Bendix Aviation Corp. 
Towson 4, Md. 


District VI 
(Georgia, Florida, Alabama, 
South Carolina, Mississippi, 
Louisiana) 


R. L. Burr* 
Alpha Portland Cement Co. 
Birmingham 1, Ala. 


P. S. Kernion} 
Meyer Bros. Drug Co., Inc. 
New Orleans 5, La. 


District VII 
(Kentucky and Tennessee) 


George W. Wilkins* 
John Deere Plow Co. 
Memphis 3, Tenn. 


W. Q. Harned} 
Federal Chemical Co. 
Louisville, Ky. 


District VIII 

(Indiana and Illinois) 
Maurice D. Fields* 
Central Rubber & Sup. Co. 


Indianapolis, Indiana 


H. E. Butchery 
Cities Service Oil Co. 
Chicago 11, IIl. 


District IX 
(Missouri, Arkansas and Okla- 
homa) 


E. A. Schnieders*} 
Dr. L. D. LeGear Medicine Co. 
St. Louis 16, Mo. 


District X 
(Minnesota, Wisconsin, North 
Dakota and South Dakota) 
Glenn Ballard* 
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M. & O. Paper Co. 
Minneapolis, Minn. 


Howard C. Hartman* 
L. J. Mueller Furnace Co. 
Milwaukee 15, Wisconsin 


District XI 
(Nebraska, Kansas and Jowa) 


Dewey Melvin* 
Melvin Lumber Co. 
Des Moines, Iowa 


Stephen J. Wirtz7 
Omaha National Bank 
Omaha, Nebraska 


District XII 
(Texas, New Mexico and 
Arizona) 


Mrs. Bess Judd*+ 
The Macmillan Co. 
Dallas 1, Texas 


District Xiil 
(California, Nevada, Utah 
and Colorado) 

Harold C. Crout* 

Colorado Fuel & Iron Co. 

Denver, Colorado 


A. I. Hermann} 
Union Lumber Company 
San Francisco 4, Calif. 


District XIV 
(Washington, Oregon, Idaho, 
Montana and Wyoming) 


F. E. Clyde* 
Pabco Products Inc. 
Seattle 9, Washington 


Robert W. Kupfery 
Sealy Mattress Co. 
Portland 10, Oregon 


Members at Large 


J. H. Barton 
Electrical Supplies Distrib. Co. 
San Diego, Calif. 


Arthur Reese 
W. P. Fuller & Company 
Los Angeles 53, Calif. 


Richard C. Hunt 
F. S. Harmon Mfg. Co. 
Tacoma 1, Washington 


NOTE: Subcommittees and the members 
thereof may be designated by the Chairman 
at a later date. 


MEMBERSHIP 


Herman M. Kessler—Chairman 
Standard Printing Co. 
Louisville 2, Ky. 


Vice-Chairmen 


E. William Lane 
American Screw Company 
Willimantic, Conn. 


Victor C. Eggerding 
Gaylord Container Corp. 
St. Louis 2, Missouri 


D. M.. Messer 
Dohrmann Commercial Co. 
San Francisco 11, Calif. 
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Liaison Representative to Credit Women 
Miss Marian R. McSherry 

Schenley Distillers Corp. 

New York 1, N. Y. 


District Supervisor 


All N.A.C.M. Directors will serve as 
Chairmen of special District Membership 
Promotional Committees, and the per- 
sonnel of their Committee will be made 
up of all Chairmen of Membership Com- 
mittees of all local Associations within 
their district. 

Thus, the Chairman of the Membership 
Committee of each and every local As- 
sociation throughout the country becomes, 
in effect, a member of our National Mem- 
bership Promotional Committee and 
activity. 


SECRETARIAL COUNCIL 


George J. Lochner—Chairman 
Baltimore Ass’n. of Credit Men 
Baltimore 1, Md. 


Dudley Meredith—Eastern Division 
Credit Ass’n. of Western Pa. 
Pittsburgh, Pa. 


H. S. Garness—Central Division 
Milwaukee Ass’n. of Credit Men 
Milwaukee 3, Wisconsin 


Kenneth C. Bugbee—Western Division 
Wholesale Credit Ass’n. of Oakland 
Oakland 12, Calif. 


Golden Jubilee 
Celebrated at 


Salt Lake City 


Salt Lake City: On Friday, June 22, 
at the Hotel Utah and Inter Mountain 
Association of Credit Men celebrated its 
fiftieth year. 

Founded in February 1900 at the Utah 
Association of Credit Men and incorporat- 
ed in June 1901 the Association took its 
present name in 1920. 

The program read like a Who’s Who 
of the National Association of Credit 
Men, featuring as it did a past vice 
president, Forrest S. Walden and two 
past presidents, R. C. Wilson and Henry 
H. Heimann, who was the principal 
speaker of the evening. 

Greetings were sent by past National 
President, A. J. Sutherland. 

During the meeting the officers for 
the year 1951-1952 were installed. They 
are: President, L. W. Mansell, Strevell- 
Paterson Hardware Company; Ist Vice 
President, Lynwood Islaub, Farmers 
Grain Cooperative; 2nd Vice President, 
K. H. Matheson, Tri-State Lumber 
Company; 3rd Vice President, F. S. 
Withers, Sweet Candy Company; Treas- 
urer, Orson M. Rogers, ZCMI. 


Dana F. Reed Will 
Head Eastern New 
York Association 


Albany: The annual meeting and elec- 
tion of officers of the Eastern New York 
Association of Credit Executives was 
held at the Albany Country Club May 
23. Morris L. Husted of Poughkeepsie 
was the speaker and entertainer. 

The Association elected new officers 
during the meeting: Dana F. Reed, Jr., 
Personal Finance Co., president; Willis 
L. McCullough, Aluminum Company of 
America, vice-president; Roy F. Myers, 
Mica Insulator Company, treasurer; A. 
Gordon Nelson, State Bank of Albany, 
secretary and Stannard M. Butler, Sche- 
nectady Union-Star, councillor. 


Top left: 


President William C. Hall receives trophy for 

Boston. Secretary Henry Lamb, retiring presi- 

dent James N. Jones accompanied him to the 
platform. 


Top center: 


President B. F. Edwards, Jr., Bank of America, 
gets five-year membership trophy for San 
Francisco. 


Top right: 


Presley H. Meyer, VP and membership chair- 

man of the Louisville Association, receives 

award. Wm. H. Watts, Ballard & Ballard, 

president and sales manager Bob Meyer 
look on. 


Middle left: 


Charlotte was represented by T. L. Wilkinson, 
Union Supply & Electric Co., and secetary 
Wilbert Miller. 


Middle center: 


Vice-President A. J. Reinhart, Norcor Manu- 

facturing Co., and Secretary Ralph C. Crevis- 

ton receive membership award for the North- 
ern Wis.—Mich. Association. 


Middle right: 


San Diego’s award was accepted by secretary 
Lawrence Holzman and retiring president 
Sutherland. 


Bottom left: 


Rochester was represented on the platform 

by President Curtice G. Beardsley, Taylor In- 

strument Companies, and National Director C. 
H. Bradshaw, Bausch & Lomb Optical Co. 


Bottom center: 


Youngstown won the five-year trophy in their 
division. Ernest H. Wilhelmy, president, ac- 
cepts it as J. Q. Adams, Bessemer Limstone 
& Cement Co., and K. Calvin Sommer, 
Youngstown Sheet & Tube Co., look on. 


Bottom right: 


President J. J. Steig, Tracy-Wells Co., and 

National Director E. W. Hillman, Federal 

Glass Co., receive five year award for 
Columbus. 
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A Bank Credit Department 


(Continued from page 40) 


obliged to go to the one source, all 
of the banks will receive identical 
stories. In such instances, if it is 
felt advisable to write to more than 
one bank, it would be helpful if all 
except one of them were asked to 
reply simply on the basis of infor- 
mation in file without making an 
outside investigation. One bank 
could be asked to make a checking 
if its file information were not up 
to date. As a matter of practice in 
most large cities, the banks do not 
check a name oftener than once 
every six months. By implication, 
information over six months old is 
considered out-of-date. 


Tell the bank what you know 


If he has had previous credit 
experience or other relations with 
the name under review, the inquirer 
should summarize this for the bene- 
fit of the bank investigator. The in- 
vestigator, without disclosing his 
source, can proffer this summary on 
a “quid pro quo” basis to those with 
whom he is checking the name. In 
addition, the bank’s possession of 
this information might prevent in 
some instances the necessity of the 
bank at a later date writing back to 
the inquirer in behalf of another cus- 
tomer. 

While seemingly unimportant, the 
inquirer should remember to in- 
clude a self-addressed stamped re- 
turn envelope with his letter to the 
bank. One or two stamps a day do 
not bulk large in the expense of any 
bank. It does, however, when multi- 
plied by the big volume of inquiries 
handled daily by metropolitan banks. 
The aggregate dollar amount over a 
period of time becomes costly in 
these days of low interest rates and 
mounting costs. 

If the information is needed 
within a certain time, the customer 
should so inform the bank and in- 
struct as to what means of commu- 
nication the bank should employ in 
the event that it is necessary to 
contact sources out of town or out- 
side of the United States. As a 
general rule, the banks in smaller 
centers of population are not as fully 
staffed or as well equipped as their 
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city brethren for handling credit 
investigations promptly. In some 
instances the entire personnel of the 
bank may include only a few indi- 
viduals, each having several func- 
tions, and they naturally cannot be 
expected to drop everything when a 
credit checking must be made. This 
situation also prevails in many of 
the banks in foreign countries, some 
being in remote locations. Even 
though air mail may be employed 
both ways, it sometimes takes a 
matter of weeks before replies are 
received from foreign countries. 
Even American mail service is not 
as prompt as it used to be. The use 
of telephone, telegraph or cable 
should be specified by the customer 
if the information is urgently de- 
sired. 


Background for lawsuits 


Another point which might be 
mentioned is the fact that banks 
never like to become involved in an 
investigation which may be used in 
connection with a possible lawsuit. 
It is tacitly understood among banks 
that they will not check with one 
another if they feel that a lawsuit is, 
or may be, involved as a background 


to the inquiry. No matter how the 
true purpose of the request is dis- 
guised, the average bank investigator 
has what may be facetiously termed 
an “extra-sensory perception” of an 
inquiry which has legal implications. 
A bank’s desire to prevent the im- 
plication of itself and others in liti- 
gation is too obvious to dwell upon. 

The question is asked as to the 
propriety of a small service charge 
for credit information. The charges 
made for such service doubtless do 
not cover the cost of the operation 
and merely act as a nuisance tax of 
sorts. It would seem that, in the 
long run, it would be to the best 
interests of everyone concerned that 
no charge be imposed since the fees 
would be balanced out between banks 
over a period of time. Very few, if 
any, of the large metropolitan banks 
make such service charges. 

. These points of advice derive from 
the practical experience of the credit 
department of an important New 
York City bank doing an_inter- 
national business through branch 
offices in Europe and through im- 
portant correspondent banks in all 
parts of the world. The bank gets a 
feeling of satisfaction in better 
serving its many customers, and 
what helps you to obtain better 
credit information helps the bank, 
too. How to assist the bank credit 
department in giving better service 
is the purpose of this article. We 
hope readers will heed it. 


Credit and Financial Terminology 


(Continued from page 10) 


tured before action could be taken. 
Subordination agreements 


Subordinaticn agreements are im- 
portant where it is found by exam- 
ining a balance sheet, that advances 
and loans sre being made to the 
company by the principals in sub- 
stantial amounts, thus placing these 
proprietorship advances on a par 
with merchandise creditors. By se- 
curing a subordination agreement 
the credit executive is removing that 
portion of liabilities from the bal- 
ance sheet so far as his extension of 
credit is concerned and in effect is 
capitalizing these amounts. In the 
event of refusal 1’ would appear that 
the principals d_ not have sufficient 


confidence in their own enterprise to 
remove themselves from the creditor 
relationship. 

In many cases it is advisable, be- 
cause of the inadequate financing of 
a corporation to secure personal 
guarantys from the officers. How- 
ever, it is well to consider that a 
guaranty has no value unless the 
guarantor has a satisfactory per- 
sonal net worth. In preparing guar- 
anty forms it is advisable to secure 
competent legal advice to avoid the 
loopholes that will be sought by a 
guarantor, if demand is made on 
him for payment of an account. The 
acceptance of a mere statement in 
letter form that one person guaran- 
tees the account of another is poor 
practice and dangerous. 
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Who wants to worry about 
business courses in July? 


You do, brother, you do! Getting ahead in business is a twelve-months-a-year, 
seven-days-a-week business. And July is the month you should worry about 
business courses for it’s about the only month in the year when you have time 
to do any serious worrying. It’s the month when you should sit back and take 
stock .... figure out what you’re lacking, and decide what should be done 


about it. 


A successful credit executive needs to know things which are not 
covered even in the most comprehensive business courses. You'll 
learn about them by experience, certainly, but why wait that long? 
Experience is a wonderful thing, and we can’t do without it, but 
experience is full of dead ends. 


A straight line is still the shortest distance between two points. You can 
make your experience make more sense by cutting out the dead ends and 
heading yourself in the direction you want to go. How? Join the nearest 
chapter of the NATIONAL INSTITUTE OF CREDIT and in a very short time KNOW 
what you would need years to pick up through experience alone. 

Or if there is no chapter near you, or you want information about them 
write to the address below. Either way you'll be heading in the right direc- 


tion—a beeline toward your objective—success! 


National Institute of Credit 
229 Fourth Avenue New York 3, N.Y. 


Acother WBM 7i7:.. 
ELECTRIC DECIMAL TABULATION! 
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1949 1948 
30,000.00 $ 60,000.00 
5,000.00 

30,000.00° : 

70,000.00 ge : 
(5,000.00) (4, 0, . 4 

> we 2 : % : 

95,000.00 
2,000.00 


$228,000.00 


$1, 300,000.00 
-- (116,000.00) 
400,000.00 


$1, 584,090.09 f 
300,000.00 fi 


$2,112,000.00 


95,000 .00 
- 2,500.00 


172,500.00 


$ 500,000.00. | 
$ 672,500.00 


$ 250,000.00 


500,000 .00 
151,750.00 
$ 901,750.00 


$1,574, 250.00 


Here it is! IBM Electric Decimal Tabula- of extra motions are saved every day. The 


tion! Statistical typing is now as simple and 
fast as straight typing. Columns of figures 
from hundreds of millions down to cents can 
be typed more quickly and easily. 


All the typist does is read the figure, 


result is less expenditure of energy, less ex- 
penditure of money and time. 

Hundreds of these machines are now in 
use across the country. Increasing deliveries 
are being made as rapidly as quality pro- 


touch a tab key, list the amount. Thousands _ duction permits. 


IBM, Dept. CR-1 
590 Madison Ave., New York 22, N. Y. 


Please send me your booklet on 
Electric Decimal Tabulation. 


Name 
Company 


Address. 


INTERNATIONAL BUSINESS MACHINES City 





